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E are now accepting applications from men in the armed 
forces and from others for peacetime work selling 
Addressograph and Multigraph equipment. 


With the end of the war we believe competition in American 
business will be keener than ever. We believe the companies 
with high costs and low efficiency will be forced out of the run- 
ning. Because all of our products are designed with one purpose 

.. to cut business costs and improve efficiency . . . we expect 
our sales to increase tremendously after the war. 


Every business that makes or sells avy product or renders a 
service is a prospect for Addressograph or Multigraph equip- 
ment or both. 


In addition to all of our own men, now on leaves of absence 
in the armed forces, we expect to add more than two hundred 
salesmen to our established offices in all parts of the country. 
Salesmen will once again be job makers. Our preference is for 
industrious young men with selling ability who are familiar with 
office or factory systems and methods, accounting procedures 
or similar business operations. If you feel you can qualify 
for the job of selling Addressograph-Multigraph simplified 
business methods to American business, write us now giving 
full information about yourself and your business background. 


Write The Addressograph-Multigraph Corporation, Cleve- 
land 17, Ohio. 


Addressograph-Multigraph Corporation 


SIMPLIFIED BUSINESS METHODS 
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G‘s saving should be a matter of self-interest to the con- 
sumer at any time. But under war conditions, with a 
superimposed load taxing nearly all facilities, strict fuel con- 
servation becomes practically the law of the land. Today, on 
hundreds of thousands of commercial and household appli- 
ances, and on countless pieces of industrial equipment — 
Barber Pressure Regulators are helping to accomplish this 
vast conservation job. The good qualities of Barber Regulators 
are now appreciated as never before. 


Our facilities are now mainly employed on war work. For 
those limited purposes for which our regular line of products 
is permitted, we shall continue to supply them. Later, when 
normal conditions are restored, Barber will furnish its cus- 
tomary service to the trade on high quality Burners and Regu- 
lators. 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BRA HE A PRESSURE REGULATO R&S 


arber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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RIFAID 
No. 1RC 


1” to 2” pipe 


® Without extra cost 
RIGAID Poster gives you 
extra work-saver features. 
Mistake-proof workholder, 
quick positive setting—no 
bushings. Same size same 
number chaser dies are in- 
terchangeable. Direct 
threading action, handle to 
head to chasers—no cock- 
wobble. Rugged steel-and- 
malleable construction. 
Smooth perfect threads, 4 
sets of alloy or high-speed 
steel dies for 1” to 2” pipe. 
Ask your Supply House. 


* PIPE TOGae 


ery THE RIDGE TOOL COMPANY 
Elyria, Ohio, U. S. A. 
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Pages with the Editors 


a ie HE gloomier prophets of things to come 
in the postwar period have been predict- 
ing that the United States is in for a consid- 
erable amount of labor disturbance during the 
reconversion period. The casual newspaper 
reader might have gotten the impression that 
we have already had quite enough of this even 
during the war. But the Jeremiah and Cassan- 
dra brands of analysts on the subject of our 
industrial relations assure us that “we ain’t 
seen nothing yet.” 


VARIOUS reasons are given for this darker 
view. There is the problem of finding a job 
for the demobilized veteran without disturb- 
ing the seniority rights which the home-front 
workers may have won during the war. There 
is the variously estimated wave of unemploy- 
ment which is supposed to follow in the wake 
of cessation of war production. And, perhaps 
most important, there is the politico-economic 
angle of organized labor unions trying to con- 
solidate war gains and work out the complica- 
tions of direct intervention of government as 
referee or negotiator in labor disputes. 


On this last point, there has been some in- 
teresting speculation as to whether the top- 
flight labor union leadership is not getting a 

















ERNEST R. ABRAMS 


What's going to take the place of holding com- 
pany service for subsidtaries? 


(SEE Pace 406) 
SEPT. 28, 1944 





JOHN R. STEELMAN 


An umpire by agreement is not likely to attract 
pop bottles. 


(SEE PAGE 399) 


bit sour on government intervention. One im- 
portant business information service, which is 
not supposed to be quoted or otherwise cred- 
ited, recently reported to the general effect that 
union leaders are beginning to feel that they 
might strike better bargains, with less trouble, 
and more confidence, by going back to direct 
negotiation with employers. They are repre- 
sented as being suspicious of alleged vacillation 
in government labor policy. 


SoME disgruntled leaders even go so far as 
to say the government has no labor policy. 
Others informally hint that the unions have 
gotten about all the benefits they can in the 
way of increased membership by stringing 
along with the Federal government on labor 
matters. Now they contemplate swinging back 
to direct bargaining with employers because 
they feel, so it is said, that while the latter are 
“tough,” experienced” tinions can deal witli 
them and can trust the employer’s word. 


WHETHER or not this is a sound analysis of 
the coming trend in controlling industrial rela- 
tions, the fact remains that the experience of 
the Federal government in handling labor rela- 
tions during the war has, to say the least, not 
been the brightest spot of our war effort. Few 
will deny there has been much confusion, over- 
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Otter Tail Power Co. — Canby, Minn. 
75,000 Ibs./hr.—500 Ibs. Pressure —825°F. Temperature 
Riley Pulverized Coal Fired Steam Generating Unit 


an outstanding smaller public utility installation 


If you want to see a truly outstanding smaller boiler unit, visit the Riley installation 
t Otter Tail Power Company, Canby, Minn. Here is a unit which operates at 87.3% of 
fficiency though Riley only guaranteed 85.7%—which though having a maximum capacity 
f 75,000 pounds of steam per hour, maintains loads of 15,000 pounds with absolute ease 
nd complete ignition stability—which burns Illinois coals without slagging, the ash being 
ntirely granular in form. 

It is because of such completely satisfactory performance that so many public utilities 
ave recently installed Riley Boiler Units. 


] a *p ‘D VY COMPLETE STEAM GENERATING UNITS 


OKER CORPORATION, WORCESTER, MASS. STEEL-CLAD INSULATED SETTINGS - FLUE GAS SCRUBBERS 
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lapping of authority, occasional blundering, 
and even downright double dealing. 


¥ 


uT there is one bright spot in this picture 

of Federal government contact with labor 
disputes during the war that has seemingly es- 
caped any substantial criticism from either the 
camp of management or of labor, organized or 
unorganized. Doubtless one of the reasons for 
the splendid record which the United States 
Conciliation Service has hung up during the 
war is the fact that it had already established 
an enviable reputation and won the confidence 
of both labor and eenploy er groups long before 
the war. In fact, U. S. Conciliation Service is 
pretty much of an “old- line” Federal agency, 
as Federal agencies are judged these days. Au- 
thority for its establishment is as old as the 
Department of Labor itself, which was set up 
under an organic act of March 4, 1913, on the 
first day of “the first administration of Presi- 
dent Woodrow Wilson. 


THE opening article in this issue shows the 
considerable difference between the U. S. Con- 
ciliation Service and other Federal agencies 
dealing with labor relations, such as the War 
Labor Board and the National Labor Relations 
Board. The principal distinction, and probably 
the reason why it is generally more welcomed 
than suspected in any labor dispute, is the fact 
that the U. S. Conciliator comes into such a 
dispute only by voluntary invitation extended 
by the affected parties. His findings are not 
mandatory, which means that their weight and 
influence must be established by their own 
obvious merits and fairness. 


WE are honored to present the present direc- 
tor of the U. S. Conciliation Service as the 





FRANK M. PATTERSON 


Nobody knows the trouble we might have 
avoided by a sound water-control policy. 


(SEE Pace 415) 
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WITH THE EDITORS (Continued) 


author of our article on the work of this bu- 
reau, with special reference to public utilities, 
He is JoHN Roy STEELMAN, who was born at 
the turn of the century at Thornton, Arkansas, 
in the humble family of a farmer-logger. 


-STEELMAN grew up to be a pretty big help on 


the farm (well over six feet tall) before his 
Army experience during World War. [ incul- 
cated in him a determination to acquire a 
higher education. Possibly because his three 
brothers and sister still live on farms and never 
got around to going to college at all, Strrt- 
MAN made up the family average by going to 
five colleges: Henderson-Brown (AB), Pea- 
body, Vanderbilt (AM), Harvard, and North 
Carolina where he won his Doctor of Philos- 
ophy, although he still prefers to be called plain 
“Mister.” 


STEELMAN then took up teaching and for 
more than five years was professor of eco- 
nomics at Alabama College, where he made 
the acquaintance of Secretary of Labor Per- 
kins. In 1933 he came to Washington as onc 
of the commissioners of the U. S. Concilia- 
tion Service and became its director in 1937. 


¥ 


OMETHING more technical and perhaps vi- 
S sionary in postwar possibilities is the ar- 
ticle on the “monorail” (beginning page 419) 
by a new contributor to these pages, Roert 
M. Hyatt. He is a professional writer whose 
articles on technical developments have ap- 
peared in numerous publications of all kinds. 
For the past few years he has been technical 
writer and editor of manuals in Lockheed en- 
gineering department, and makes his home in 
Hollywood, California. 


¥ 


F RANK M. PATTERSON, whose article on flood 

control begins on page 415, is a noted con- 
sulting engineer. An alumnus of the 
University of Iowa, Mr. PATTERSON en- 
tered the valuation bureau of the Interstate 
Commerce Commission in 1914 after engineer- 
ing experience with the CB&Q Railroad Com- 
pany. In 1925 he left government service to 
take up editorial work and private practice in 
Chicago. He is presently living at Newfane, 
Vermont. 


. 


RNEST R. Abrams, New York city writer 
E on business affairs, whose articles fre- 
quently appear in this publication, raises an 
interesting question in this issue (beginning 
page 406) on what is going to take the place 
of holding company services. 


THE next number of this magazine will be 
out October 12th. 


Nar Chetan 
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GET YOUR FREE COPY OF 
A PUBLIC UTILITY POSTWAR 
SALES PROGRAM” 


An authoritative and complete 40- 
age study based on the experience 
f many prominent utilities...a 
ook that omits theory and confines 
tself to helpful, usable ideas. 





AND FREE SAMPLES OF 
ESSENTIAL RECORD FORMS 


Prospect records that tell what 
alesmen need to know, as well 
s Sales Management Control 
Records for analysis of appliance 








rritories, coverage, prospects, 
ales-versus-quota, compensation, 
venue... commercial and indus- 
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in ORGANIZING jour 
Postwar Selling Plans 


Tomorrow’s success will belong to the public utility that is 
today setting up thorough plans for an aggressive postwar 
merchandising program. Market opportunities for increasing 
consumption must be carefully analyzed, sales organizations 
must be rebuilt, and the administrative record control upon 
which effective operation depends must be set up. 

These records can facilitate increased average consumption 
through greater use of present appliances and machines, 
sale of added units or restoration to use of equipment al- 
ready owned. They can aid in retaining present load and 
developing added business through new applications. In- 
stantaneous reference to such records gives alf the facts that 
serve as a constructive force in making more sales. 

Based on our experience in serving the record control needs 
of utilities, we have prepared a comprehensive program de- 
signed to make the salesman’s efforts more 
productive, and to provide management 
with the information essential to the most 
effective direction of sales activities. 

We'll gladly send you this authoritative 
new 40-page book of practical ideas. Ask 
our nearest Branch Office for your copy. 
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VULCAN ENGINEERED SOOT BLOWER INSTALLATIONS 
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Color photograph of element “CO” 
taten from front of boiler. Note that 
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The new VULCAN catalog fully describing VULCAN equipment appears in the 
1944 Sweets, and a copy is available on your request. 


VULCAN SOOT BLOWER CORPORATION, DU BOIS, PENNA. 
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Remarkable Remarks 


“There never was in the world two opinions altke.” 





—MONTAIGNE 








“For every 1,000 anthracite miners who are lost to the 
industry without replacement, we stand to lose not less 
than 830,000 tons of coal annually.” 


¥ 


“Political ownership or management of business, or 
agriculture, or commerce has no place in our free econ- 
omy, and the public interest does not require it.” 


¥ 


“We have reached a point in our national life when the 
Congress is the last remaining guardian of the Constitu- 
tion and the last remaining bulwark of the people’s liber- 
ties.” 


* 


The nation which elects to maintain the dominant post- 
war air power must convert its aircraft effort from one 
primarily interested in air force to one predominantly 
interested in air commerce.” 


sd 


“Legal opinions seem subject to the same natural law 
that affects currency: Inflation of the volume decreases 
the value of each unit, When so many issues of opinion 
compete for acceptance, they inevitably suffer a discount.” 


* 


“We shall seek, in our relations with other nations, 
conditions calculated to promote world-wide economic 
stability not only for the sake of the world, but also to 
the end that our own people may enjoy a high level of 
employment in an increasingly prosperous world.” 


> 


“The life of a nation is a succession of crises. War and 
peace and economic and social adjustments have always 
followed each other in endless succession. No party, 
clique, or individual can rightfully claim priority in gov- 
ernment because a crisis occurs during its administration.” 


“T have been too close to the centers of wisdom and 
power in governments and central banks to have any be- 
lief at all in the adequacy of their wisdom to do more 
than routine things. The more I see of governmental 
economic policy the more I trust the automatic forces of 
free markets. The more I see of public monetary policy 
the more I trust gold.” 
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Tarawa... Kwajalein... Biak ... Saipan . 
roll call is long of the island strongholds that have reeled 
under the powerful punches of American naval task forces, 
driving relentlessly toward the Philippines, the China Sea, the 
Asiatic mainland and Japan. 


This crushing naval power ranges far because it takes its 
bases with it . . . a triumphant achievement of farsighted 
planning, building, equipping and supplying. 


A traveling base is made up of fleets of supply ships, cargo 
ships, tankers, ammunition ships, transports, hospital ships, 
repair ships and other auxiliary craft in support of the fighting 
fleet. Traveling bases make modern task forces self-contained, 
fit for weeks of action in vast stretches of sea without turning 
back to friendly ports. 


Maintaining this huge, complicated naval organization in- 
volves statistical, figuring and accounting work that never 
ends. Burroughs machines help here, as in hundreds of other 
wartime operations, performing important calculations, pro- 
ducing vital records. 


BURROUGHS ADDING MACHINE COMPANY e 


Burroughs 


DETROIT 32 


eee ae PMR OTE 


PUNCH. 


. - Guam—the 










ee 


NORDEN BOMBSIGHTS — Years 


of experience in precision manu- 
facturing are enabling Burroughs 
to produce and deliver the famous 
Norden bombsight—one of the 
most precise instruments used in 
modern warfare. 


>, ia. Sea 


FIGURING AND ACCOUNTING 


MACHINES are also being pro- 
duced by Burroughs for the Army, 
Navy, U. S. Government, Lend- 
Lease and business enterprises 
whose needs are approved by the 
War Production Board. 





FIGURING, ACCOUNTING AND STATISTICAL MACHINES e NATIONWIDE MAINTENANCE SERVICE © BUSINESS MACHINE SUPPLIES 
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Member, Federal Power 
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Vice President. 
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U.S. Senator from Georgia. 


Dona.Lp M. NELSON, 


Chairman, War Production Board. 


Tuomas E. ScANLON 
U. S. Representative from 
Pennsylvania. 
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“The postwar objective of the electrical power indus- 
try, expressed in terms of the gountry’s electric energy 
requirements, should be worked out on the basis of the 
energy required for full industrial employment, plus 
the expansion of other classes of consumpfion to provide 
a steadily rising standard of comfort for the entire peo- 
ple.” 


“Tf we define an American Fascist as one who in case 
of conflict puts money and power ahead of human beings, 
then there are undoubtedly several million Fascists in 
the United States. There are probably several hundred 
thousand if we narrow the definition to include only those 
who in their search for money and power are ruthless 
and deceitful.” 


5 


“We would have avoided many of the difficulties of 
conversion from peace to war had we had the activities 
of all war agencies coordinated from the start. We must 
avoid this mistake in the planning for peace. Some central 
agency, to operate at the policy level, to work out and co- 
Ordinate plans for transition to peace, is absolutely essen- 
tial. That agency must be set up so that it can act speedily 
to meet the problems that will be thrust upon us. Within 
the framework of general policies laid down by Congress, 
it should have full power to act to meet changing situa- 
tions. It cannot be a debating society.” 


> 


‘... it is not only my hope but my belief and expecta- 
tion that at the conclusion of this war the American 
people will enter a period of sustained productivity and 
rising living standards, going far beyond our previous 
experience. ... I am only too aware that we will have 
to overcome some serious dangers and clear up some 
cloudy issues before we can take full advantage of our 
economic opportunities. But I have faith that the demo- 
cratic good sense of the American. people will see us 
through, and that, as so often before in our history, the 
prophets of gloom will be revealed as more gloomy than 
prophetic.” 


5 


“This is the time for the Congress of the United States 
to say to the people of America that their government 
guarantees their right to jobs, regardless of their color, 
race, or their form of divine worship. This is the time 
to say to the world that we in America mean what we say 
when we tell them that this is a land of opportunity in 
which a man can go as far as his ability can carry him. 
This is the way to show the people of the world that we 
practice what we preach. Unless and until we guarantee 
by law that a man’s ability is his only restriction, just so 
long will everyone hold extreme reservations about our 
real democracy.” 
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switching equipment might Aye BREAK SWITCH 
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requires today’s modern igi ht 


thought and methods. a 


e Why not guarantee 
continuous service to your 
customers with modern 
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LILWAY ave INDUSTRIAL ENGINEERING CO.,' Greeuspurc, Pa. 
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| RANGE OF CAPACITIES, TEMPERATURES, 
300,000 ib of steam per hr 


OIL FIRED 


Total steam temp. — 905 F Design Pressure — 1000 psi Total s 








70,000 Ib of steam per hr 
Feb 
RANGE OF CAPACITIES OF Ao) 
EXISTING VU. INSTALLATIONS 
IN UTILITY PLANTS IN LB OF 
STEAM PER HR 




















Total steam temp. — 510 F 
Design Pressure — 250 psi 
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emphasize adaptability of the \Jic TORY TINIT 
to utility requirements | 











200,000 Ib of steam per hr 150,000 Ib of steam per hr 
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NATURAL GAS OR OIL PULVERIZED COAL 


Total steam temp —~ 760 F Design Pressure — 525 psi Total steam temp — 689 F 




















Design Pressure 300 psi 


p The large number and great variety of existing utility installations, 

50,000 ib of steam per hr i) fe, in terms of steam capacity, diversity of fuels and firing methods, 

= and geographic distribution not only show the broad application 

of the Victory Unit within its capacity range but also stress the endorsement given 
to this standardized design by utility engineers. 

The capacity range is graphically presented on the left page with installations of 
15 different sizes in the range from 50,000 to 300,000 Ib of steam per hr showing 
how precisely the Victory Unit can be brought to meet your particular requirements. 
Design pressures are from 250 to, 1,000 psi and total steam temperatures range up 
to 905 F. 

The variety of fuels which can be utilized is suggested by the five typical installa- 
tions illustrated. They include oil firing, oil or gas, pulverized coal, and two of the 
four types of stokers to which the Victory Unit has been adapted. 

In the matter of geographic distribution the Victory Unit has extended itself into 
; every corner of the country, with utility installations in as many as nineteen of the 
mr —— forty-eight states. 
|TRAVELINGGRATESTOKER The dependable performance of Victory Units, which is re-emphasized today 


under the stress of wartime operation, accounts in large measure for this widespread 
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Total sfeam temp. — 650 F 
Design Pressure — 450 psi acceptance by utility engineers. A-790 


COMBUSTION {3} ENGINEERING 


200 MADISON AVENUE NEW YORK 16, N.Y. 
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Gates—Intake, Sluiceway and Spillway ‘ 
Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 
Trash Racks 


Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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HAT’S NOT FLAME you see 
count from the electric in- 
duction furnace above. It’s white 
heat, at 3200° F. This is one of a 
score of tests performed in the 
Johns-Manville Research Labora- 
tory—a part of J-M’s continuing 
effort to control more completely 
the flow of heat. 

During the past 27 years, his- 
tory-making progress in develop- 
ing more efficient insulation has 
been made in this laboratory— 
the largest of its kind in the world. 
Here, some of the most baffling 
problems in heat-flow and its 
measurement have been solved. 
Here, too, J-M Scientists have 


Johns-Manville 


Public Utilities Fortnightly 


q| é, 
he laming 
of the 


devised a number of insulations, 
each designed to do a certain job 


. .- from —400° to 2600° F. 


This unequaled assortment 
of insulating materials is available 
to you. And J-M Insulation spe- 
cialists, plus the facilities of the 
J-M Research Laboratory, are 
available to help with your par- 
ticular heat or cold insulation 
problems. For the full story write 
Johns-Manville, 22 E. 40th St., 
New York 16, N. Y. 


FAHRENMENT 


J-M INSULATIONS COVER THE 
ENTIRE RANGE OF 
INDUSTRIAL TEMPERATURES 
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There’s no question but what the utili- 
EGRY SPEED-FEED may be attached to ties have played a major part in the 
any standard make typewriter in one successful prosecution of the war. Any 
minute, and with Egry Continuous Forms, a . . ° 
doubles the output of the operator—makes breakdown or serious interruption in 
one machine do the work of two. this industry could easily have proved 
: disastrous. But, thanks to American pro- 
ficiency, no such emergency has arisen. 
Here at Egry we like to feel we have 
contributed to the utilities’ effort in the 
war by supplying many of them with 
Business Systems that speed the writing 
of handwritten and: typed records . . 
that take the drag out of office routine 
... that help turn out more work in less 
a ee Register _ the time, with less office equipment and 
a fewer employees. If you are nt 

acquainted with Egry Business Systems 
and their possibilities, investigate 
NOW! You can best judge their use- 
fulness by seeing them in action right 
in your own office. We will be glad to 
arrange a demonstration at your con- 
venience. There’s no cost or obligation. 
Address Department F-928. 





EGRY ALLSET Forms, the modern single * 
set forms for speed writing all business 
records. Individually bound sets, inter- 
leaved with one-time carbons, ALLSETS 


1 a ‘ . eee 
are ready for immediate use either over , catia a 


the typewriter or when written by hand. 


with EGRY BUSINESS SYSTEMS 


- THE EGRY REGISTER COMPANY - Dayton, Ohio 
EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Sts., Toronto, Ontario, Canada, 
Egry maintains sales agencies in all principal cities, 
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HE LAWS OF PHYSICS NEVER CHANGE 


A falling apple brought forth Newton's Law of Gravity. He 
interpreted the principle. Likewise, a sticking plug valve 
caused Nordstrom to invent the lubricated plug valve, util- 
izing Pascal's pressure principle. Nordstrom revolutionized 
the use of a plug valve by introducing pressure lubricant to 
seal the parts and make the plug easy to turn. Thus he took 
the oldest of valve principles, applied modern engineering 
and gave industry a valve suitable for highest pressures and 
temperatures. 


NORDSTROM VALVES 


MERCO NORDSTROM VALVE COMPANY 
A Subsidiary of Pittsburgh Equitable Meter Co. 


Main Offices: 400 Lexington Ave., Pittsburgh 8, Pa. Branches: 
Atlanta, Boston, Buffalo, Brooklyn, Chicago, Houston, Kansas 
City, Los Angeles, New York City, Oakland, San Francisco, 
Seattle, Tulsa. 
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Plenty of room up there, 
Gat will the roof stand the weight? 


Ducts, dust collectors, humidifiers, fans and 
motors—add air conditioning as a means of 
meeting postwar competition, and you need 
them all. The roof is a fine spot for such 
equipment. It’s out of the way, easy to get 
at for servicing, but there’s this question— 

Will the roof stand the burden of heavy 
equipment? 

Lightweight aluminum will help meet that 
objection. Use it generously and reduce the 
loads roof trusses have to carry. Alumi- 
num ducts distributing conditioned air 
throughout your plant place less burden 
on their supports. The lightness of alumi- 


num makes handling and erection easié 
The corrosion-resisting ability of alum 
num lengthens the life of all this equipmen 
Less attention for maintenance is required 
Where humidities are high, there is 1 
rusting to cause staining from conden 
tion and dripping. 
Manufacturers of air conditioning equip 
ment have had a wealth of experience i 
working with aluminum both before a 
during the war. Its use introduces no 
usual fabricating problems. ALUMINU 
Company or America, 2134 Gulf Buildia 
Pittsburgh 19, Pennsylvania. ’ 


ALCOA © ALUMINU 
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AE EERO REE. 


Climatic conditions, under which various communi- 
cations equipments are operated, vary from the 
sub-zero temperatures of the northernmost climates 
to the tropical temperatures encountered at the 


equator. Conditions of humidity cover the extreme 
range; from the dry arid regions of the many 


deserts, to the almost 100% humidity in tropical 
and sub-tropical atolls. 


It has been the problem of Sangamo engineers to 
design and produce capacitors that perform faith- 
fully under these varying conditions, and so assure 
vitally needed communications at all times. 

The wide variety of capacitors illustrated insures 
the availability of the proper unit for almost any 


mica capacitor requirement. 


SANGAMO ELECTRIC 


COMPANY 
SPRINGFIELD, ILLINOIS 
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f Buy 
| WAR 
{| BONDS 


The Daily 


MONDAY, MAY 








| VOL. 78—No. 280 NEWS. SECTION 





\Water Department Increases Revenue 
and Reduces Water Rates 








Council Congratulates Superintendent 
On Payment of $29000 


Regular Meter Testing Program 
Given Credit for Economies 








, 





Keep Backing 
The Attack 
with 
WAR BONDS 


NEPTUNE METER CO. 
50 West 50th Street, Rockefeller Center 


As a result of his outstand- 
ing performance, the Town 
Council today at a special meet- 
ing accepted reduced rates and 
highly congratulated Superin- 
tendent — of the Water Works 
for his services. Today the 
Water Department is one City 
Department that not only seeks 
no budgetary appropriation 
from the Common Council, but 
actually pays money in taxes. 
The Department is turning 
over yearly in cash an average 
of about $29000. As a result of 
last year’s business, it has been 
determined that a further re- 
duction in rates is possible, to 
a point that is now: the lowest 
in the history of the plant. In 
a special interview with the 
Superintendent, a reporter from 
the Inquirer obtained figures 
to show how this remarkable 
result was achieved. 

The Superintendent in his 
work has accumulated a large 
fund of statistics about his 
water meters, which assists him 


in his operations. One of the 
most interesting facts is tha‘ 
some 13% of all water used i 

the domestic household is ru 

at the rate of about 2 gallon a 
minute. As a result, domestic 
3” meters are being repaired to 
test up to 95% or better on 7 
gallon a minute. Due to this 
high standard of meter effi- 
ciency, a greater proportion of 
the water pumped is now being 
paid for than ever before. This 
is one of the factors accounting 
for the increase in revenue. 

It is notable that in a repre- 
sentative group of 229 meters 
which were in service an aver- 
age of 733 months, the cost per 
meter for repair materials was 
only 24.2 cents. 

Modestly disclaiming a great 
deal of credit for the results 
achieved, the Superintendent 
praised his hard working men 
in the Water Department, and 
the advisory assistance given 
him by the representative’ of 
the Neptune Meter Company. 








Wew York 20, W. Y. (Figures quoted above based on actual practice) 
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Varialion 


in Pipe Supporting Force 
with 


GRINNELL Pre-Engineered 
SPRING HANGERS 


An inherent characteristic of a simple spring 
hanger is that the supporting force varies with the 
deflection of the spring. This change in support- 
ing force often acts to set up undesirable stress in 


the piping. 

The Grinnell Pre-Engineered Spring Hanger 
permits a uniform variation in supporting force 
of not more than 1214% in 14” deflection of the 


spring. 
ALL-STEEL WELDED CONSTRUCTION MEETS 
PRESSURE PIPING CODE 
UNIQUE SWIVEL COUPLING PROVIDES ADJUSTMENT 
AND ELIMINATES TURNBUCKLE 
COMPACT—REQUIRES MINIMUM HEADROOM 
INSTALLATION IS SIMPLIFIED BY INTEGRAL LOAD 
SCALE AND TRAVEL INDICATOR 
EASY SELECTION OF PROPER SIZE FROM SIMPLE 
CAPACITY TABLE 
14 Sizes with a Load Range 
from 84 lbs. to 4700 Ibs. 





SOEUAEAOSDDDEDELOOUUGOROODSORODSEDSESOUOUUASSESOSESELUSUUOEOABESEEATD TO 


Write for this folder on Fig. 268 
Pre-Engineered Spring Hanger. 
Grinnell Company, Inc. Executive 
Offices, Providence 1, R. I, Branch 
offices in principal cities. 


| GRINNELL 


en pipet 


1s pint... 
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Turn your door-tending over to the Kinnear 

Motor Operator! It will enable you to raise 

and lower doors by merely touching a button. 

You'll also save on heating and air-condition- 

ing costs because doors won’t be left open 

through neglect. Look at some of the con- 

struction features of the rugged Kinnear 

Motor Operator: machine-cut gears of 

chilled nickel bronze, worms of nickel steel, 

bronze and graphite oilless bearings—proof 

that it’s engineered for long, faithful service! 

And every Kinnear Motor Operator is 

matched to the load requirements of the par- 

ticular door with which it is to be used. 

Sectional view of the rugged Write for details today. And if you’re not 

Kinnear Motor Operator, show- already obtaining all the special advantages of 

ing the sturdy, unit construce Kinnear Rolling Doors, you'll want informa- 

d tion on them too. The Kinnear Mfg. Co., 
2060-80 Fields Avenue, Columbus 16, Ohio. 


INN EAR 


ROLLING DOORS 
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Save to Win 


with these four simple rules 


of battery care: 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Keep the top of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


Record water additions, voltage, 
and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 
lem, don't hesitate to write to Exide. 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 


— Exide — 


CHLORIDE 
BATTERIES 





...is a vital principle 


of utility operation! 


Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equipment in their 


care . . . and today, that need is intensified. 


One helpful principle to follow is that of 
“Buy to Last—Save to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It frees these productive elements for essen- 
tial war production. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 


Exide Batteries of Canada, Limited, Toronto 
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PLAN youR PLANT DRIVE NOW? 


Good organization willfbe needed to sell the 6th. As each new military success brings us 
closer to Victory, the public naturally will feel that the urgency of war financing is lessened 
—whereas it isn’t. So organize now to prevent a letdown on the home front from causing 
a letdown on the fighting front. Build your plant’s payroll campaign around this fighting 
8-Point Plan. Don’t wait for the official Drive to start—swing into action NOW! 


1 


2 
3 





BOND COMMITTEE—Appoint a 6th 
War Loan Bond Committee from labor, 
management and each representative 
group of the firm. 

TEAM CAPTAINS—Select a team cap- 
tain for each 10 workers. Use returned 
veterans whenever possible. 

QUOTA —Set a quota for each depart. 
ment and each employee. 

MEETING OF CAPTAINS— Have 
them study the Treasury booklet, Getting 
the Order. Outline sales procedure. 
ASSIGNMENTS — Assign responsibili- 
ties forthe opening rally, pre-drive letters, 
and competitive progress boards, etc. 


6 


Z 


8 


CARD FOR EACH WORKER—Dignify 
each personal approach with a pledge, 
order, or authorization card made out in 
the name of each worker. Notate each 
card with the amount of subscription 
expected. 


RESOLICITATION—Personally recon- 
tact each employee toward the end of the 

ive in a fast mop-up campaign. If you 
need help, call upon your State Payroll 
Chairman. He's ready with a fully de- 
tailed plan—NOW! 


ADVERTISE THE DRIVE—Use alt 
possible space in the regular media you 
employ to tell the story of War Bonds! 





The Treasury Depariment ack ledg 


with appr 


the publication of this ge by 


PUBLIC UTILITIES FORTNIGHTLY 


This is an oficial U.S. Treasury advertisement prepared under the auspices of 


Treasury Department and War Advertising Council, 
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SERVICE ENTRANCE CABLE & 


CRESFLEX NON-METALLIC SHEATHED CABLE - 


BS WELDING CABLES 
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ARMORED CABLE - RUBBER POWER CABLES - VARNISHED CAMBRIC CABLES 


CRESCENT 
ability te manufacture 
WIRE 


and 
CABLE 


is the result of 





SERVICE ENTRANCE CABLE 








CRESFLEX NON-METALLIC SHEATHED CABLE 





CRESCENT | CABLE CO. 
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BS WELDING CABLE 











UILDING WIRE + IMPERIAL NEOPRENE JACKETED PORTABLE CABLE 
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MANPOWER 
YET SPEED 





TRANSMISSION 
LINE ERECTION 





/ hroughout the country our trained men 


are ready to help you meet today’s unprecedented 


demand for power. In the erection or maintenance 
of transmission lines . . . regardless of distance or 


| FERING CO. terrain ... Hoosier experience and special equipment 


guarantees efficient and economical service. 
COLUMBUS, OHIO 


NEW YORK - CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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OFFICIAL U. S. NAVY PHOTO 


Service for Internationals 
| at a South Pacific Base 


LENTY of fresh air here, where servicemen 

of the 33rd Construction Battalion of the 
Seabees put fighting trucks in fighting trim. 
This maintenance shop isn’t much like an 
International service station at home, but the 
men, tools and work are America’s own— 
skilled representatives of America’s might. 


International Trucks with the Seabees, like 
Internationals everywhere, are all-truck 
trucks. Every part and fitting is made for one 
purpose—stalwart truck performance. These 


trucks are brothers under the hood of the 
International Half-Tracks that are fighting 
on foreign fronts, powered with the same 
famous International Red Diamond Engines. 


International Trucks are rugged. Their 
stamina and dependability at war and at 
home explain why—in the 10 years before 
the war—more heavy-duty International 
Trucks were sold-than any other make. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 


INTERNATIONAL Zrucks 


New Trueks—Now! The government has authorized 
the manufacture of a limited quantity of trucks for 
essential civilian hauling. International is building 


HARVESTER 


them in medium-duty and heavy-duty sizes. See your 
International Dealer or Branch now and get valu- 
able help in making out your application. Don’tdelay! 
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FOR REASONS OF SECURITY we cannot tell you how many of 


MOTORS cud 
GENERATORS 


by 


tough fighters in Uncle Sam’s submarine navy have been and 
being electrically powered by Elliott. But there are far too m 
for the peace of mind of Emperor Hirohito and his staff, vie 
with trepidation his fast-shrinking maritime and naval resourg 


For years now, U. S. naval officers and inspectors have bee 
home in the Elliott plants, working with our engineers, inspe 
step by step Elliott production, checking on finished equipm 
Many of the results of this close cooperation have been expre 
in periscope views of a highly pleasing nature, and in awards 
commanders and crews of U. S. subs. 


Elliott motors, generators and related equipment, succes 
passing the test of war, may be expected to pass any possible 
of industry. If you have a motor or generator job which calls 
the utmost in service, talk it over with the Elliott engineers. 


Electric Power Dept., RIDGWAY, PA. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
STEAM TURBINES * GENERATORS «+ MOTORS 
CONDENSERS FEEDWATER HEATERS AND DEAERATORS 
STEAM JET EJECTORS © CENTRIFUGAL BLOWERS 


TURBOCHARGERS FOR DIESEL ENGINES e TUBE CLEANERS 
STRAINERS e DESUPERHEATERS~ e FILTERS 





























Attilities Almanack 








Due to wartime travel restriction, conventions listed are subject to cancellation. 


¥ SEPTEMBER 9 





{ Southeastern Electric Exchange will hold session, Atlanta, Ga., Oct. 12—14, 1944. 





4 National Metal Congress will convene, Cleveland, Ohio, Oct. 16-20, 1944. 








§ South Dakota Telephone Association will hold meeting, Mitchell, S. D., Oct. 19, 
1944, 





+7 OcTOBER +7 





§ National Electrical Contractors Association starts meeting, French Lick, Ind., ) 
1944, 





{ Edison Electric Institute, Prime Movers Committee, starts session, Pittsburgh, Pa., 
1944. 





{ National Safety Congress of National Safety Council convenes, Chicago, Ill., 1944. 





q hay ae vania Electric Association will hold committee meeting, Johnstown, Pa., Oct. 
19, 4. 





q American Gas Association holds informal meeting, New York, N. Y., 1944. 
LEI Electrical Equipment Committee opens meeting, Pittsburgh, Pa., 1944. 





7 See Council for Professional Development will hold annual meeting, New 
ork, N , Oct 20, 1944, 





4 National Electrical Manufacturers Association will hold convention, New York, N. Y., 
Oct. 23-27, 4. 





q ee as > or gi Telephone Association will hold meeting, Roanoke, Va., g 
Oct. 26, 27, 1944 





q Edison Electric Institute, Transmission and Distribution Committee, opens meeting, 
Buffalo, N. Y., 4, “ 





{ United States Independent Telephone Association convenes, Chicago, Ill., 1944. 














q Alabama joderenre Telephone tenacigten will hold meeting, Montgomery, Ala., 
Nov. 13, 14, 
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Generating Industrial Peace 


A government conciliating service which, by placing 

the main emphasis on the “human” side of the equa- 

tion, says the author, has been remarkably successful 

in preventing serious conflicts between managers of 
industrial plants and labor. 


By JOHN R. STEELMAN 
DIRECTOR, U. S. CONCILIATION SERVICE 


HEN worker, employer, and 

government delegates from 41 

nations met in Philadelphia at 
the recent Conference of the Interna- 
tional Labor Organization, they 
stressed once more the declaration that 
“labor is not a commodity.” Certainly 
few in this country would challenge 
that statement or the principles behind 
it. Our own traditions are squarely in 
line with this declaration for it under- 
scores many of the things we value 
most—human liberty, justice, and de- 
cent living standards. 


399 


In terms of industrial relations it 
means that bargaining between those 
who work and those who direct work 
should not be regarded solely as an eco- 
nomic tug of war, a trial of strength 
between workers and their boss. This 
process should take much more account 
of the human values involved. It’ 
should rest much more on mutual re- 
spect and understanding. 

Most of us are aware of the fact that 
“psychic wages” can be as important 
as money wages in establishing good 
relations. 


SEPT. 28, 1944 
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Yet we often forget or disregard this 
fundamental as soon as economic 
sparks begin to fly. These pyrotechnics 
frequently blind us to the less obvious 
causes of friction, the human under- 
currents and crossed wires that embit- 
ter so many industrial disputes. 

In the year ending July 1, 1944, the 
U. S. Conciliation Service disposed of 
24,797 situations involving 12,241,683 
workers. This total included 21,698 
active disputes, many carrying the 
threat of strike or lockout, but the 
overwhelming majority were settled 
without any break in production. In 
nine out of ten cases agreement was 
reached around the conference table 
with the Conciliation Service sitting in 
as a friendly, impartial peacemaker. 

During the same 12-month period 
the Conciliation Service handled 277 
cases involving 78,055 public utility 


workers — employees of light and 
power companies, street railways, and 
motorbus lines, but not including com- 
munications, such as telephone and 
telegraph companies. 


. fact that the Service is not an 
enforcement agency makes this 
record especially significant. It was 
achieved entirely by voluntary meth- 
ods of conciliation and arbitration, 
without issuing directives, mandates, or 
decrees. In other words, Commission- 
ers of Conciliation, using neither force 
nor threats, were able to promote these 
agreements where management and 
labor had found themselves dead- 
locked. Since the Service was set up 
within the Department of Labor in 
1913, it has handled more than 70,000 
cases by such voluntary methods. 
This case load included almost every 
sort of dispute in every branch of in- 
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dustry. From this long and varied ex- 
perience, the Service has been able to 
distill certain guiding principles which 
have almost universal application. 
First and foremost is constant rec- 
ognition of the human angle, the need 
for more tolerance and trust on both 
sides of the fence. Modern machinery 
has done little to close this gap. In fact 
it has made the whole productive 
process more impersonal. In looking at 
the mechanical miracles of our modern 
plants we should remember that both 
the people who own and those who op- 
erate these new machines have not been 
“modernized” — their thoughts and 
emotions, their loyalties and ambitions, 
cannot be changed on a drawing board 
to match the newest development in 
turbines or electronic devices. 


HE files of the Conciliation Serv- 

ice offer proof positive that good 
industrial relations are still primarily 
a problem of human relations. Not that 
economic issues can be forgotten. 
Questions involving wages and hours 
head the list of controversial subjects, 
but most disputes also turn upon per- 
sonal attitudes and prejudices. These 
are as varied as human nature itself. 
They are conditioned by the times we 
live in, the places where we live, and 
the work we do. 

The war has created a new enviror- 
ment here in America. It has created 
new strains and tensions for labor and 
management, and these must be set 
against the patriotic impulse toward 
greater unity and codperation. Our 
perspective keeps changing and must 
change if we are to meet the challenge 
of current events. 

This emphasis on the human side of 
conciliation may seem entirely mis- 
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leading to those who think of labor dis- 
putes in terms of picket lines and tear 
gas or bitter endurance contests fought 
over wage rates, union recognition, and 
so on. Yet, even the most dramatic 
clashes usually have their beginnings in 
human failure to appreciate or under- 
stand some other person’s point of 
view. Strikes and lockouts never take 
place in a vacuum. The vast majority 
are rooted in accumulated grievances, 
real or imagined. 


_ this general background, let 
us focus tne spotlight on an in- 
dividual case. Because the files of the 
Conciliation Service are confidential, 
no actual names can be used. Call the 
frm the New-Day Light & Power 
Company and its manager H. L. Grant. 
The location is a thriving middle west- 
ern town that got its share of war con- 
tracts, including a new munitions plant 
which absorbed several thousand work- 
ers, men and women. 

This swift industrial expansion 
brought a good many changes to the 
community. The labor pattern soon re- 
flected the sharp increase in manufac- 
turing. Wage earners who were new 
to industry joined one of several 
strong unions. A joint labor-manage- 
ment committee in the big munitions 
plant undertook to secure better com- 
munity facilities for its workers—they 
wanted more stores to keep open at 
night and they wanted the New-Day 


Company to furnish more light and 
power to a housing development on the 
edge of town. There were other prob- 
lems too—inevitable results of the 
wartime expansion. 

The increasing load factor and an- 
nual plant factor caused Mr. Grant to 
increase his plant capacity to take care 
of the mounting demands for more 
kilowatt hours. As the labor market 
tightened, the company lost two line- 
men and a young assistant engineer to 
the armed forces and Mr. Grant decid- 
ed to train some of his office employees 
for operating jobs. He selected two 
meter readers and a bill collector and 
turned them over to his general line 
foreman for training as linemen. 


Wes the men began their train- 
ing they were put under experi- 
enced linemen, union members who 
had “worn hooks” for years. “Better 
get a union card,” the linemen said. 
Two of the new men said they would 
rather think it over ; the other was quite 
willing to join. Several months 
passed and the time was approaching 
when the linemen, about thirty-five in 
all, were to sign a new contract. One 
of the new provisions they were going 
to ask for was a union shop; another 
was vacations with pay. There were 
also some changes in seniority rules to 
take care of returning servicemen and 
a few minor points having to do with 
up grading and length of service. 
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threats, were able to promote... agreements where manage- 


q “... Commissioners of Conciliation, using neither force nor 


ment and labor had found themselves deadlocked. Since the 


Service was set up within the Department of Labor in 1913, 
it has handled more than 70,000 cases by such voluntary 
methods.” 
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The new groundmen had been at 
work about four months when the 
union presented the proposed contract 
to Mr. Grant. He took one look at the 
union shop and vacation clauses and 
said “nothing doing.” He wasn’t go- 
ing to sign a contract for a union shop. 
The union spokesmen pointed out that 
all of the linemen except the two ap- 
prentices were already members. 
“We'll have them in before they put 
hooks on,” he added, ‘‘or else—.”’ 

“Not if they don’t want to join,” 
Grant said. 

Next day, after his line foreman told 
him that the men were planning to take 
a strike vote, Grant wired Washing- 
ton asking the Conciliation Service to 
assign someone to handle the dispute. 
The request was relayed immediately 
to the nearest regional office of the 
Service where the case was turned over 
to a Commissioner of Conciliation. 


HE commissioner got in touch 

with Grant by telephone that same 
day and reached the plant the follow- 
ing morning. They went over the sit- 
uation point by point, with Grant 
stressing the fact that he wouldn’t 
force any man to join a union in order 
to hold a job. 

“Even if I wanted to,” he added, 
“I'd have to get approval from the Chi- 
cago office—and they’d probably have 
to ask New York.” 

“What is the policy of the parent 
company on that?” the conciliator 
asked. 

“T don’t know,” Grant exclaimed, 
“but I’ve got a good idea.” 

Talking to the union representative, 
the commissioner unearthed one or two 
new angles. It seemed that the two 
groundmen were holding off because 
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they couldn’t see much use in paying 
dues. “What can the union do for us?” 
was their attitude. 

“They'll join up if we can get ’em 
paid vacations,” the union spokesman 
said. “And that’s probably the reason 
Grant won’t consider it.” 

“Do you think he knows that angle?” 
the commissioner asked. ‘Why don’t 
you let me sound him out? Would you 
be willing to skip that union shop pro- 
vision if you can get vacations with 
pay?” 

“We'd be willing to talk about it— 
but Grant swore he wouldn’t consider 
paid vacations.” 

“Let me try him out anyhow,” the 
conciliator urged. 

At first the general manager said 
“No.” He was shorthanded already 
without trying to figure time off for 
thirty-five men. 


HE commissioner tried another 
tack. ‘Are you having much ab- 
senteeism nowadays ?” 

“Plenty—and it’s getting worse.” 

“Some companies have found that a 
real vacation helps to keep men on the 
job. Especially where there has been a 
good deal of overtime.”’ As Grant hesi- 
tated the commissioner added, “If 
they get paid vacations, the men might 
swap that for a union shop.” 

“T’d be willing to talk on that basis,” 
Grant said. 

With this hurdle out of the way, the 
commissioner was able to arrange a 
joint conference where the other ques- 
tions were soon settled. Following a 
well-tried technique which sets up all 
the points of agreement before tackling 
the main issue, the matter of vacations 
was left to the last. 

The union proposed one week for the 
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Points to Remember about U. S. Conciliation Service 


. ANY party to a labor dispute (management, unions, or individuals) can obtain 
the attention of the U. S. Conciliation Service by writing, wiring, or phoning 
a request for such attention, either to Washington headquarters or to field 
offices. 

. It is not a necessary condition for obtaining the services of the U. S. Conciliator 
that the dispute to be arbitrated involve a large number of employees, an im- 
portant industry, or “one engaged in interstate commerce.” 

3. Ir is not necessary that the dispute to be arbitrated involve a union, recognized 
or otherwise, or formal collective bargaining issues, such as wages, hours, etc. 
Problems arising out of working conditions, shop atmosphere, or conflict of 
personalities, even between employees (as distinguished from issues between 
management and employees) may be properly the subject of U. S. Conciliation 
Service. 

. Ir is necessary that all parties to the dispute voluntarily agree to submit their 
differences for the consideration of the U. S. Conciliator, although they are not 
necessarily bound by the resulting recommendations. Parties to a dispute may, 
however, agree in advance to accept arbitration by the U. S. Conciliator. 

. THE U. S. Conciliation Service costs nothing except in a very few exceptional 
arbitration cases where parties have agreed in advance to pay or share the cost 


of arbitration. 





first year of service and two weeks 
after two years. Grant countered by 
offering one week for the first two 
years of service and two weeks after 
five years. A compromise was reached 
that gave the men one week after 
twelve months of service, ten days at 
the end of two years, and two weeks 
for those employed five years. 

In its details this case is more or less 
unique. No two are ever alike, but the 
methods of conciliation are quite typi- 
cal. When he is assigned to a case, the 
commissioner’s first efforts are direct- 
ed toward getting a clear roundup of 
the whole situation, both the formal is- 
sues and the less tangible differences 
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that make real negotiation difficult. 
The next step is to arrange a joint 
meeting where full discussion can take 
place. 


HE men who do this work are very 
carefully selected. They come 
from many walks of life—some have 
been engineers, lawyers, personnel 
managers, union representatives, edu- 
cators, and so on. But in almost every 
case they are chosen because they have 
had successful experience in the field 
of industrial relations. 
Tact and good judgment are “must” 
requirements, along with a strictly im- 
partial attitude. These “strike doctors” 
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do not play favorites, and the best 
proof that they are neutral is the rec- 
ord of cases settled. The commissioner 
who sided with labor or management 
would soon find his effectiveness gone. 
The Conciliation Service does not func- 
tion as a judge or jury. Its purpose is 
to bring the contending parties to- 
gether in an atmosphere where they 
themselves can work out a satisfactory 
solution. 

At present some 300 Commissioners 
of Conciliation deal with the situations 
that arise each day. This staff operates 
from key industrial and business cen- 
ters throughout the country. In line 
with current governmental procedure, 
the Service has been decentralized into 
five regions, each with its own regional 
director. The activities of the commis- 
sioners are handled from these offices, 
while an administrative staff in Wash- 
ington codrdinates this work at the na- 
tional level. 

The regional directors are: 

H. Ross Colwell, Parcel Post Build- 
ing, 341 Ninth Avenue, New York 1, 
New York. 

Clarence H. Williams, Room 523— 
10th Forsyth Street Building, Atlanta, 
Georgia. 

Edward J. Cunningham, 258 Fed- 
eral Building, Cleveland 14, Ohio. 

Ewing R. McDonald, 222 West 
Adams Street, Room 375, Chicago 
6, Illinois. 

E. P. Marsh, Phelan Building, 
Room 533, 760 Market Street, San 


Francisco 2, California. 


OT all disputes are settled by con- 
ference table methods. Some 
hinge upon technical questions that re- 
quire special analysis to bring out all 
the facts. The Conciliation Service has 


a staff of commissioners with technical 
training who are equipped to make 
studies and findings of fact upon the 
joint request of both parties. How- 
ever, such findings are not presented to 
the parties as final and binding, but 
rather for their use in further bar- 
gaining. . 

The type of study or finding of fact 
made by the technical staff depends on 
the question involved. If the problem 
involves work load, a time study may 
be made or the incentive plan reviewed. 
Various other problems may require 
these technically trained men to assist 
in preparing job descriptions to be used 
as the basis of classifying employees or 
to help the parties with a job evaluation 
project. Last year the technical di- 
vision extended its work into a total of 
thirty-five industries. 

Commissioners of Conciliation often 
suggest technical aid where negotiation 
around the conference table fails to 
bring agreement on some technical 
point. Disputants may also call on the 
technical staff by writing to the 
Washington office of the Service. 

Arbitration is another means of set- 
tling certain disputes, and the Service 
has a staff of commissioners with spe- 
cific arbitration training who hear 
cases and make awards when jointly 
asked to do so by both sides. This, too, 
is entirely voluntary, as such cases are 
accepted only when the parties agree 
beforehand to accept the decision of 
the arbitrator. During this war pe- 
riod, the wage issues in such awards 
are subject to review and approval by 
the National War Labor Board. 


D URING the last year the Service ap- 


pointed arbitrators in 1,115 


cases. These awards, rendered im- 
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partially on the basis of the evidence 
offered, were almost all well received 
by both management and labor. The 
awards, with very few exceptions, 
were unanimously approved by the re- 
spective regional War Labor boards. 

When all of the issues in a case 
which involves the war effort have not 
been settled by a Commissioner of 
Conciliation, the case is considered for 
certification to the National War 
Labor Board. In the year ending June 
30, 1944, it was necessary to certify 4,- 
572 cases to the board. 

In this outline of conciliation proce- 
dures the main emphasis has been put 
on the human side of the equation be- 
cause long experience has shown that 
what might be called the “climate” of 
conciliation is more important than any 
set formula which seeks a cure-all for 
industrial disputes. 

We need this flexible approach now, 
and we shall need it even more in the 
postwar days when contract termina- 
tions, wholesale job shifts, and the 
placement of returning veterans will 
create a whole new set of problems for 
labor and management. Millions of 
persons will be affected; sharp differ- 
ences and disputes will be inevitable. 


—— war period has given us more 
than one clue to the procedures 
that will be increasingly relied upon. 
These are going to include job evalua- 
tion, foremen training, machinery for 
handling grievances, employee educa- 
tional plans, and on-the-job training. 
These are not new methods, but their 
wider application is new. They can be 
even more useful when we are faced 
with tomorrow’s complex and often 
bewildering changes along’ the indus- 
trial front. 

Then, as now, the Conciliation Serv- 
ice will have no magic formula to of- 
fer, no gilt-edged guaranty of indus- 
trial peace. What the Service can do is 
make available the experience of men 
who have watched the wheels go round, 
men who know how to insulate the 
high tension that so often short circuits 
collective bargaining. They do not pre- 
tend to have all the answers. Some- 
times the voltage is too high. Some- 
times, for the sake of the record, the 
parties may prefer to have some other 
agency “order’’ them to make a settle- 
ment. But in nine cases out of ten their 
performance has been good enough to 
win the confidence of management 
and labor alike. 





Electricity Saves Labor on Ranch 


bese ter pid has taken practically all of the labor out of the 
job of watering 1,200 head of cattle on the 20,000-acre 
Walter Pence ranch in Washington county, Idaho, according 
to a recent report in FARM JOURNAL. All he does is throw one 
switch. 

Three electric pumps and watering troughs located at stra- 
tegic spots, plus about five miles of power lines, do the job. All 
three pumps are operated from an easily accessible central con- 
trol switch. When Pence thinks the cattle need a drink, he 
drives to the central control cabin and throws the switch. All 
three pumps start working, each filling a huge trough. The sys- 
tem has worked satisfactorily for two years. 
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What of the Orphaned Utility 
Operating Systems? 


The author considers how far they may be able to render the 
best service at the lowest rates when the holding companies 
have gone through the SEC regulatory wringer, and are no 
longer able to render the aid which was so vital to the devel- 
opment and stability of the industry—Possible alternatives. 


By ERNEST R. ABRAMS 


tury Spaniard who discovered 
Florida, spent most of his later 
years hunting for a “fountain of 
youth”—some pool into which he could 
plunge and come out with all the fire- 
crackers of his younger days. But about 
all old Ponce got out of it was some 
questionable notoriety and a little Flor- 
ida town named after him. Today, the 
Securities and Exchange Commission 
has succeeded where Pone de Leon 
failed. Through a legalistic interpreta- 
tion of the Public Utility Act of 1935, 
and its unwillingness to enforce one of 
the mandates of Congress contained in 
that act, it has created a “fountain of 
youth” into which it is now “dunking” 
many operating electric and gas sub- 
sidiaries of public utility holding com- 
panies. In the end, they’ll be back 
where they were forty years ago. 
But the circumstances which brought 


Piss: DE Leon, that fifteenth cen- 
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them together into holding company 
groups were not entirely the machina- 
tions of the devil. Basic and funda- 
mental influences were at work requir- 
ing that they associate themselves un- 
der common ownerships, if the public 
was to receive the best possible service 
at the lowest possible cost. And these 
influences will again be at work, after 
holding companies of the present have 
gone through a regulatory wringer. 
What form will this common owner- 
ship, this association of independent 
operating units, take in the future? 
The electric power and light indus- 
try, as we know it today, celebrated its 
62nd anniversary on September 4th, 
while both the manufactured and nat- 
ural gas industries got going some 
eighty years earlier. Until some forty 
years ago, both electric and gas services 
were rendered largely by independent 
local units. But around the turn of the 
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century, a few imaginative souls con- 
ceived the idea of merging these in- 
dependent units into larger systems 
serving numerous communities, be- 
cause resultant economies of operation 
and capital hire would permit reduced 
rates and increased use, at the same 
time maintaining profit margins. And 
this activity led naturally into the 
formation of holding companies. 

Not that the holding company device 
was invented then. As this writer 
pointed out in the FoRTNIGHTLY nearly 
eight years ago,’ holding companies 
have been in existence for at least 
twenty-one centuries and the first 
strictly public utility holding company 
was formed nearly seventy-five years 
back. But the idea didn’t really get 
“hot” in the electric utility field until 
the first decade of the twentieth cen- 
tury. 


|} ore the early years of the elec- 
tric power and light industry, in- 
numerable small communities desiring 
electric service, and not a few large 
ones, found difficulty in engaging the 
capital required to establish local serv- 
ice systems. Some of them sold mu- 
nicipal bonds and built publicly owned 
plants, but the great majority turned 
to private capital for their financing. 
But, unfortunately, since electric utili- 
ties had not yet demonstrated their 
earning power, and because a great 
many communities were demanding 
service systems at the same time, most 
electric utility promoters met with real 
difficulty in hiring required capital. 
However, several well-financed man- 





1“The Future of the Holding Company in 
the Nonutility Field,” Pusttc Utitities Fort- 
— Vol. XIX, No. 2, p. 67, January 21, 
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ufacturers of electric utility equipment 
already had been formed, and since 
their profits were dependent upon the 
sale of equipment it was only natural 
that they should accept a part of their 
sales price in the form of securities— 
largely mortgage bonds—of_ their 
newly formed customers. Otherwise, 
their volume of sales would have been 
much lower and their profits reduced. 
There were, unfortunately, many 
hazards in the business of rendering 
electric service in those days. Not even 
the equipment manufacturers could 
foresee them, and, if the optimistic pro- 
moters of local service systems could, 
they treated it as a military secret. 
Among these were the rapid advance- 
ment in the technique of generating 
and distributing energy in any indus- 
try that was starting from scratch, the 
rapidly expanding demand for service 
which often rendered equipment obso- 
lete or inadequate before it could be 
paid for, poorly conceived capital struc- 
tures with a top-heavy burden of debt, 
and inadequate provision for mainte- 
nance and depreciation of physical 
plant. As a result, many privately 
financed electric utilities defaulted their 
debt contracts during the first decade 
of operation, and ownership of many 
of them passed to the equipment manu- 
facturers at foreclosure proceedings. 


B” the manufacturers, quite nat- 
urally, were uninterested in the 
operation of these scattered local units, 
much preferring to free their capital 
for expansion of their own enterprises. 
And since, by this time, the electric util- 
ity industry had piled up some twenty 
years of experience, a number of far- 
sighted engineers and financiers de- 
cided that properly financed and ex- 
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pertly managed electric utilities offered 
an attractive field for investment. 
Could be, of course, the then new- 
fangled Sherman antitrust laws and 
the Clayton Act had something to do 
with the manufacturers’ decision to get 
out of the operating field. In any event, 
several large holding companies were 
formed shortly after the turn of the 
century to acquire these manu facturer- 
owned operating systems, of which 
Electric Bond and Share Company and 
Standard Gas & Electric are notable 
examples. 

A few years later, Samuel Insull be- 
gan picking up the “haywire” in the 
Middle West, consolidating it into re- 
gional operating systems, forming a 
service organization to render more 
expert advice than most local units 
could afford, supplying them with suf- 
ficient equity capital to make their 
bonds high-grade, substituting modern 
and efficient generating plants for the 
“tea kettles’ most of them owned, 
hooking them together with high-ten- 
sion transmission lines, providing elec- 
tric service on a 24-hour basis, and re- 
ducing rates to consumers. He made 
money in the process, which wasn’t 
considered a crime in those days. 


HEN, roughly ten years later, 
World War I gave a decided im- 
petus to holding company promotion. 
Before the war, not only institutional 
investors but private individuals who 


. 


were buyers of corporate bonds were in 
the minority. In fact, most individual 
investors had no knowledge of them 
and confined their investments to indi- 
vidual mortgages on farm and urban 
property. But the Liberty Loan cam- 
paigns not only made bond buyers of 
virtually all wage earners, but gave 
them a practical education in the con- 
venience and marketability of all types 
of corporate and government securi- 
ties. 

Nor was this all. In meeting the 
vastly expanded demands for power 
brought on by the war, and in demon- 
strating their ability to survive profit- 
ably periods of crisis in the face of 
mounting costs and taxes, both at the 
operating and holding company level, 
electric utilities sold themselves to the 
investing public as a desirable industry 
and their securities popped into demand 
almost overnight. The investment 
bankers of the land were quick to note 
this change in investment sentiment 
and set out to satisfy it. But in the 
process they deserted their former roles 
as careful scrutinizers of proposed fi- 
nancing and went actively into the busi- 
ness of promoting utility securities for 
profitable distribution. 


I" the immediate postwar period, 
most of the operating electric and 
gas utilities of the country still were in- 
dependently owned, often by original 
owners who were getting along in 
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ing company was formed nearly seventy-five years back. But 
the idea didn’t really get ‘hot’ in the electric utility field until 
the first decade of the twentieth century.” 
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years and giving thought to putting 
their affairs in order. So when the 
agents of investment bankers arrived 
with what seemed unusually high bids 
for their properties, most of them 
couldn’t resist the temptation to sell. 
Asa result, it wasn’t long before many 
investment bankers were the owners, 
either through outright purchase or 
contracts of purchase, of innumerable 
operating electric and, to a lesser ex- 
tent, gas utilities. Some of these 
holdings represented widely scattered 
units serving individual communities, 
others units serving a compact area. 
Some of these purchases required the 
outlay of relatively modest amounts. 
Others required the raising of sums in 
eight figures. 

Nor was the pattern always the 
same. Some investment bankers fi- 


nanced their small and scattered hold- 
ings by means of holding company de- 


bentures, secured by pledge of all se- 
curities of operating subsidiaries. Oth- 
ers financed operating subsidiaries to 
the hilt through the sale of bonds and 
preferred stocks, and then, vesting 
ownership of subsidiary equities in 
holding companies created for the pur- 
pose, financed these holding companies 
as heavily as possible. 

Still others bought the control 
of small holding companies, con- 
solidated them after refinancing 
their subsidiaries, often repeating the 
process until they had several holding 
companies ; and sometimes these were 
controlled by a superholding company. 
But whatever the pattern, the result too 
often was a capital structure out of all 
proportion to an honest valuation of 
subsidiary property, or an unbalanced 
capital structure that invited default 
and bankruptcy in lean years. 
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bs be sure, not all investment bank- 
ers formed holding companies, 
and many who did financed them con- 
servatively. Neither were all holding 
companies badly conceived, as is evi- 
denced by the fact that many of them 
came through the stock market collapse 
and the subsequent business depression 
in sound condition, with their equities 
a desirable investment. But enough in- 
vestment bankers and holding company 
promoters were guilty of questionable 
practices in financing their enterprises 
to send values crashing earthward in 
the 1929-1934 period, and to bring de- 
faults or bankruptcy, with loss to many 
small investors and not a few large 
ones. 

Immediately, the cry of “We were 
robbed” resounded throughout the land 
and a burning political issue was cre- 
ated. So it was only natural that legis- 
lation to prevent recurrence of these 
abuses should be adopted. And al- 
though the Securities Act of 1933 and 
the Securities Exchange Act of 1934 
effectively accomplished this purpose, 
the group hostile to the utilities 
were not satisfied. They wanted a 
scapegoat on which to heap blame for 
the gullibility of the average man dur- 
ing the roaring 1920’s. So they pre- 
sented to Congress the Public Utility 
Act of 1935, largely for the purpose 
of destroying electric and gas utility 
holding companies in their existing 
form, but still providing an arrange- 
ment by which the subsidiaries of dis- 
integrated holding companies could 
benefit from holding company ad- 
vantages. As the act emerged from 
Congress, § 11 provided a form of 
“death sentence” for holding com- 
panies which did not conform to a 
rather nebulous pattern; and § 30 
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Sale of the Operating Companies 


& ss ie the immediate postwar period, most of the operating electric and 

gas utilities of the country still were independently owned, often by 

original owners who were getting along in years and giving thought to 

putting their affairs in order. So when the agents of investment bankers 

arrived with what seemed unusually high bids for their properties, most 
of them couldn't resist the temptation to sell.” 





asked for the determination of a pat- 
tern for regional holding companies 
into which orphaned operating com- 
panies might legally be gathered. 


b ewiies at least, would appear to have 

been the intent of Congress in 
adopting the 1935 act. But while the 
SEC was zealous in enforcement of the 
§ 11 “death sentence,” it seemingly 
ignored the mandate of § 30 to deter- 
mine a pattern for future utility hold- 
ing companies. And because of this a 
“fountain of youth” for operating elec- 
tric and gas subsidiaries of holding 
companies was created. Before many 
years have passed, they may be back 
in their childhood days, facing all the 
disadvantages of independence they did 
forty years ago. 

Part of this “fountain of youth” 
dunking of operating systems by the 
SEC, however, has resulted from 
strong-arm action. Although the act 
contains no specific provision for it, the 


SEC in the Houston Lighting & Power 
and Idaho Power sales, through use of 
“take it or else” tactics, has forced the 
breaking of contractual arrangements 
between orphaned operating subsid- 
iaries and their former service com- 
panies. Obviously, if similar tactics are 
employed in sales of other holding 
company subsidiaries, these orphaned 
operating systems will be entirely “on 
their own,” except as they may seek in- 
dependent expert advice on a fee basis. 

Not that these orphaned systems will 
be in an unhealthy condition when they 
are cut loose from parental control. As 
a direct result of SEC requirements, 
most of their funded debt ratios will be 
substantially under the levels of a dec- 
ade ago; for the SEC has insisted 
upon holding company contribution of 
portfolio securities and of cash in re- 
funding operations and sales, which 
will insure a high degree of vitality in 
capital setups, at least for the near- 
term. And where debt ratios have been 
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WHAT OF THE ORPHANED UTILITY OPERATING SYSTEMS? 


out of line and contributions were in- 
advisable, it has required the conver- 
sion of a part of the funded debt into 
serially maturing, short-term deben- 
tures or notes to accomplish the same 
purpose. In many instances, it has de- 
manded as a condition of approval of 
refunding operations that the propor- 
tion of gross operating revenues 
charged to depreciation expense be ma- 
terially increased. These and certain 
other SEC requirements have con- 
tributed substantially to the financial 
health of many operating utilities that 
have passed through its mill. 


HB ppessnmeiceen. health is not the 
permanent condition of man or 
enterprise. Removal of a diseased ap- 
pendix may put a man in a so-called 
state of perfect health; but if he is 
thereupon switched to a diet entirely 
devoid of vitamin B or some other 
essential, he is more than likely to be 
back in the hospital in worse shape than 
ever, sooner or later. As two illustra- 
tions will prove, change is the only 
permanent thing in life. First, about 
1920, a British manufacturer of hair- 
pins went bankrupt after having paid 
consecutive dividends for 129 years. 
The gals bobbed their hair, and the con- 
cern went “up the spout.” Second, of 
the corporations with securities listed 
on the New York Stock Exchange in 
1919, the great majority have disap- 
peared today. So the present healthy 
condition of SEC-remodeled operating 
utilities is no guaranty of their per- 
petual health. There would appear to 
be serious epidemics through which 
they must pass. 

For a varying term of years after 
they have been isolated, they will enjoy 
continuing benefits from the advice and 
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assistance previously rendered by affil- 
iated service organizations. But past 
advice, based on a set of circumstances 
which are in no way permanent, is 
highly perishable. It is of value only at 
the moment it is given, and can wear 
out in its utility almost as fast as yes- 
terday’s shave or last week’s haircut. 
Particularly is this true of utilities be- 
cause they serve a fickle public. During 
1929, when most folks were confident 
they were about to make a million on 
the stock market, few of them gave a 
tinker’s dam whether electricity sold 
for 6.33 cents per kilowatt hour (which 
it did, on an annual average) or for 60 
cents. But in 1932, when the average 
annual rate of 5.60 cents per kilowatt 
hour for residential consumers was 
more than 11 per cent below that of 
three years earlier, many folks set up a 
tremendous roar because it hadn't 
dropped 80 per cent or 109 per cent as 
some of the stocks they had margined 


did. 


r eeage desk experts may con- 
tend otherwise, experience has 
amply demonstrated that the rendering 
of utility services is not a foolproof 
undertaking. Seemingly simple of op- 
eration, many problems requiring tech- 
nical, political, financial, and public re- 
lationship experience, but ever chang- 
ing in pattern, are constantly confront- 
ing them. The mere fact that expert 
advice may be available on a fee basis 
is a poor substitute for a long and con- 
tinuing acquaintance with specific utili- 
ties and the character of people they 
serve. Nor can occasional expert ad- 
vice replace the day-to-day discussion 
of problems with sympathetic sponsors. 

Furthermore, with voting control 
widely scattered among investors lack- 
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ing years of experience in utility opera- 
tion and management, the attempts of 
independent managements to employ 
special skills at fees commensurate with 
their worth will, in the majority of in- 
stances, meet with strong resistance 
from dividend-hungry stockholders, 
who would question why the manage- 
ment was entitled to those big salaries 
if it couldn’t run the business. In the 
end, then, it would appear outside ex- 
perts would be employed only in ex- 
treme situations, or during periods of 
company crisis, when they would act 
more as surgeons or undertakers than 
counselors. 


HILE none can predict with any 
degree of certainty when our 

war with Germany and Japan will end, 
present successes in all theaters of war 
suggest its conclusion within the next 
twenty-four to thirty-six months. 
Moreover, no one can forecast accu- 
rately what conditions will prevail in 
this country in the postwar period. To 
be sure, innumerable experts, in and 
out of government, have predicted with 
mathematical exactness the variety of 
halcyon days we will enjoy as soon as 
the shooting stops; but most of their 
schemes are based on an unlimited 
deficit spending. Some day, their piper 


will have to be paid, in 100-cent dollars 
or in those worth 2 cents. 

But this we do know. Approxi- 
mately two years after every war we 
have waged in the 155 years since this 
nation was founded we have ex- 
perienced a depression of minor in- 
tensity and of short duration, brought 
about largely by the lessening of gov- 
ernmental demands for matériel of war 
and the resultant slackening of indus- 
trial activity. Then, after five to seven 
years of pseudo-prosperity, another de- 
pression of major intensity and of long 
duration, resulting from the cumula- 
tive pressures of war-born maladjust- 
ments in national and international 
economies, has laid us low. 

If the SEC continues to press fora 
rapid compliance with § 11 of the 
Public Utility Act, it is not unlikely 
that a substantial proportion of the op- 
erating electric and gas subsidiaries of 
holding companies will have been di- 
vorced from parental care, either 
through direct sale of their equities 
through investment channels or their 
distribution as partial liquidating divi- 
dends, just in time to face, entirely on 
their own, this uncertain future. They 
will, for instance, be faced with a tre- 
mendous decline in industrial demands 
for energy of both the electric and gas 


e 


in the 155 years since this nation was founded we have ex- 


q “APPROXIMATELY two years after every war we have waged 


perienced a depression of minor intensity and of short dura- 
tion, brought about largely by the lessening of governmental 
demands for matériel of war and the resultant slackening of 
industrial activity. Then, after five to seven years of pseudo- 
prosperity, another depression of major intensity and of 
long duration, resulting from the cumulative pressures of 
war-born maladjustments in national and international econ- 


omies, has laid us low.” 
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WHAT OF THE ORPHANED UTILITY OPERATING SYSTEMS? 


variety. Sales of power to industrial 
consumers in 1943, as an example, were 
55,000,000,000 kilowatt hours above 
1939—an increase of almost 108 per 
cent. And, conversely, a return to 1939 
power sale levels would mean a drop of 
50 per cent from 1943 levels. 


N® does it appear that other classes 

of consumers can be induced to 
expand their use of power sufficiently 
in what may be depression days to take 
up this slack. There are schemes, of 
course. One group of planners has hit 
upon a “5-year plan” to increase resi- 
dential consumption at the average an- 
nual rate of 1,000 kilowatt hours. This 
is fantastic. Average annual use in 
1943 was 1,070 kilowatt hours, which 
represented an increase of but 217 kilo- 
watt hours over 1938, 470 over 1933, 
607 over 1928, and 702 over 1923. 
Consummation of the “5-year plan” 
would require an increase in average 
annual use by householders of 425 per 
cent in five years, while the increase in 
the past twenty years has been but 192 
per cent. It would appear, then, that 
these operating systems will be deprived 
of parental protection about the time 
when operating revenues and net in- 
come are declining, since Federal taxes 
must remain close to present levels to 
service an ever-expanding national 
debt. 

Another problem of independent op- 
erating utilities is the unwillingness of 
investors to purchase their common 
shares on a basis the companies can 
afford to accept. The Federal Power 
Commission has insisted upon inter- 
state utilities entering the physical 
plants on their books at original cost, or 
at the cost to the person who first de- 
voted the property to public service. 
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The SEC has also given consideration 
to the original cost figures established 
by the FPC in its recommendations of 
the proper capital setups for operating 
electric and gas utilities, with the result 
that a substantial part of the funds 
actually invested in their equities has 
been wiped out. It is quite likely that 
investors, with this sabotaging of past 
investment in utility equities a matter 
of record, will hesitate to supply risk 
capital for an enterprise subject not 
only to the usual risks of business but 
those of definitely hostile political and 
regulatory action as well. 


A for more than a decade, elec- 
tric and gas utilities have been 
subjected to increasing taxation, culmi- 
nating in the so-called excess profits 
taxes assessed during the past four 
years. In somewhat the same way that 
ginger ale in prohibition days was 
made a vehicle for the transportation 
of gin, instead of a beverage, so utility 
companies like other private business 
corporations have been utilized in the 
past twelve years as vehicles for the 
transportation of Federal tax revenues 
from the pockets of consumers to Fed- 
eral coffers. Furthermore, in the case 
of privately owned utilities, a substan- 
tial part of this increased taxation has 
had to come from the pockets of their 
stockholders. Publicly owned utilities 
and their customers, of course, are not 
required to contribute to the costs of 
running the war in this way. 

In the face of these and other diffi- 
culties facing electric and gas utilities, 
their financing under the new regula- 
tory setup may become a serious prob- 
lem. Today, public utilities can borrow 
funds at lower rates than the Federal 
government was required to pay, on the 
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average, during the last war, yet equity 
money is quoted to them at substanti- 
ally higher rates than are asked of in- 
dustrial enterprises. And if this is true 
in a period when money is actively 
seeking employment, what will happen 
when stormy days come? Will the 
SEC be forced to permit the raising of 
debt ratios, so utilities can borrow 
needed capital? There will be no hold- 
ing company to come to their rescue. 
And if debt ratios are permitted to rise, 
much of the work of the SEC will have 
gone for naught, since expansion of the 
proportion of debt to total capitaliza- 
tion increases the possibility of defaults 
in lean years. 


C would seem, then, that the major 
objective of government regulation 
of privately owned public utilities—to 
secure to the public the best possible 
service at the lowest possible rate— 
may be placed in jeopardy in postwar 
years. What could happen then? 
Down in the Tennessee river valley, 
the TVA has taken over practically all 
the privately owned generating and 
transmission facilities within shooting 
range, in addition to constructing a 
tremendous amount of its own, while 
local distribution facilities have been 
acquired by served communities and 
areas, buying their power from TVA. 
Furthermore, TVA, in its power-sale 
contracts with these distributors, dic- 
tates the rates at which municipalities 
and cooperatives must resell its power 
to individual consumers. Since this 
TVA-municipal-codperative “power 


trust’’ does not carry the heavy tax 
burden imposed on privately owned 
utilities, it is able to sell electricity 
somewhat lower than private power 
companies. Of course, everybody in 
the country had to pay a little more in 
Federal taxes because this Federal 
“power trust’’ didn’t. 

If the time should come when 
orphaned operating electric subsidiaries 
of holding companies, operating under 
benefit of holding company aid, are no 
longer able to render the best possible 
service at the lowest possible rates, the 
entire country could be blanketed with 
reasonable facsimiles of the TVA. 


We would then have a tax-subsidized 
federally owned superholding company, 
or companies, the burden of Federal 
taxes now borne by private electric 
utilities shifted to the shoulders of 
other forms of enterprises, including 
small business. That is what some 
persons want. It would be one way out, 
but would it be the sort of America the 
boys in the fox holes are fighting for? 

Another way of meeting the public 
demand for the best possible service at 
the lowest rates that would be “right in 
the groove” of our accepted American 
way of life, fitting nicely into our 
American enterprise system, would be 
to gather all operating utilities into 
regional holding companies, privately 
managed and financed and owned, 
under full governmental regulation. 
That, apparently, is what Congress in- 
tended would happen when it wrote 
§ 30 into the Public Utility Act of 
1935. 





— don’t need any international alliances for our protection. They 

are contrary to our history: Certainly secret alliances are.” 

—Joun W. Bricker, 
Governor of Ohio. 
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Flood 


Control and Powers 


The Federal government, in the opinion of the 
author, is camouflaging its real purpose in proposed 
hydro projects. 


By FRANK M. 


HEN the domestic Santa Claus 

finds that some emergency re- 

quires a drastic revision of his 
usual budget he either puts his pruning 
knife into action or mortgages his fu- 
ture to meet the demands of the pres- 
ent. 

When the national political Kris 
Kringle, or his equivalent, turns phi- 
lanthropist he collects all the costs from 
all the taxpayers of the nation al- 
though the benefits may accrue to only 
a comparatively small part of the popu- 
lation of the country. Perhaps this may 
be called a good-neighbor policy with 
a vengeance at a time when another 
good-neighbor policy is helping to win 
the war and is imposing a heavy bur- 
den on the taxpayer. 

This is strikingly illustrated by a bill 
recently proposed by the Rivers and 
Harbors Committee of the lower 
house of Congress. It is said to include 
a number of projects for flood control 
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PATTERSON 


and the generation of hydroelectric 
power at an estimated cost of $420,- 
675,376, camouflaged as flood control 
and improvement of navigation. 

The first paragraph of the bill pro- 
vides that “penstocks or other similar 
facilities adapted to the possible future 
use in the development of hydroelectric 
power shall be installed in any dam 
herein established when approved by 
the Secretary of War upon the recom- 
mendation of the Chief of Engineers 
and of the Federal Power Commission, 
and such recommendations shall be 
based upon consideration of the proper 
utilization and conservation in the pub- 
lic interest of the region, and the Chief 
of Engineers is authorized in his dis- 
cretion to construct powerhouses and 
install power machinery and appur- 
tenances for the development of hydro- 
electric power at any dam heretofore 
or hereafter authorized by any act of 
Congress.” 
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ENATOR John H. McClellan of 
Arkansas has introduced a bill for 
dams in the Arkansas and White rivers 
in that state to be constructed, oper- 
ated, and maintained by the Federal 
government under the provisions of the 
plan endorsed by the Rivers and Har- 
bors Committee. 

In order to make the outlays 
palatable to those who might object 
to the costs of the proposed installa- 
tions, the functions of the dams are 
said to be for flood control and the 
improvement of navigation. 

Section 5 of the bill provides that 
the Secretary of the Interior is desig- 
nated as the agent to receive all hydro- 
electric power generated, and under 
such rules and regulations as he may 
prescribe is to transmit and dispose of 
such power as to encourage the most 
widespread possible use of the power 
at the lowest possible rate to the con- 
sumer. 


pao 7 provides that “the Secre- 
tary of the Interior is hereby au- 
thorized to construct, operate, and 
maintain such electric transmission 
lines, substations, and other facilities, 
including auxiliary steam or other 
types of plants as he finds necessary, de- 
sirable, or appropriate for carrying out 
the purpose of this act; to dispose of 
or sell at wholesale electric energy de- 
livered to him pursuant to this act or 
obtained by purchase or exchange to 
the United States for its own use, to 
public bodies or cooperatives operating 
primarily for service to the public 
rather than for profit, particularly to 
rural cooperatives financed by the 
Rural Electrification Administration, 
and to private corporations or persons, 
in that order of preference.” 
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I’ one will take the time to compare 
the cost of government improve- 
ments on the Arkansas river with the 
tonnage carried on it, he will find that 
the work has resulted in heavy losses 
for the nation. This is serious enough 
under normal conditions but is vast- 
ly more so at the present time owing 
to our participation in World War II, 
where in addition to heavy expendi- 
tures for our own forces we are fur- 
nishing and have furnished large quan- 
tities of supplies to our Allies. Even if 
these supplies are eventually paid for 
in full there is still the matter of in- 
terest until the debts are paid. 

The design of dams for the genera- 
tion of hydroelectric power and for 
flood control differ greatly. For the 
former they must have large enough 
capacity to store sufficient water during 
periods of rain to carry them through 
periods of light rains or droughts; for 
flood control they must store water 
during times of heavy rains to be re- 
leased in small quantities after the 
heavy rains have ceased. If one dam is 
to fulfill both of these requirements, 
one or the other of the desired ends 
must suffer. 

This statement is verified by the ex- 
perience of the $25,000,000 dam in the 
Grand river valley in Oklahoma, as 
told in an article by Elmer T. Peter- 
son in The Saturday Evening Post, is- 
sue of August 21, 1943. Originally in- 
tended solely for flood control its func- 
tions were changed to include the pro- 
duction of hydroelectric power at the 
insistence of the Federal Power Com- 
mission. 


HEN a flood in Grand river was 
approaching its height the reser- 
voir was almost full and the rising 
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FLOOD CONTROL AND POWERS 








Government Improvements on Arkansas River 


. 4 ig one will take the time to compare the cost of government improve- 

ments on the Arkansas river with the tonnage carried on it, he will 

find that the work has resulted in heavy losses for the nation. This is 

serious enough under normal conditions but is vastly more so at the pres- 

ent time owing to our participation in World War II, where in addition 

to heavy expenditures for our own forces we are furnishing and have 
furnished large quantities of supplies to our Allies.” 





water went over the dam, causing a 
flood in the Grand river below the dam 
as well as in the Arkansas river into 
which the Grand flows. The resulting 
flood damage below the dam amounted 
to $127,000,000, more than five times 
the original cost of the dam, and a great 
food-producing region was ruined. 
With the dismal implications in the 
foregoing, it is reassuring to note the 
attitude of the people of Vermont con- 
cerning the plan of the government to 
build a double-purpose dam across 
West river at an estimated cost of $30,- 
000,000. The site of the dam is near 
the town of West Dummerston and 
about six miles from the town of New- 
fane, the county seat of Windham 
county in the southeastern part of the 
state. The residents of Newfane claim 
that part of the town will be inundated 
by backwater from the dam but this is 
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denied by the government Engineers. 
In any event it is clear that it would 
overflow much arable land. 

Opponents of the project on the 
score of flood control are convinced that 
the same results could be attained at 
much less cost by building a number 
of small dams in the high hills through 
which the river flows in its upper 
reaches and which contribute much to 
the water carried by the river. The cost 
of such dams would be much less than 
for a dam at West Dummerston and 
would inundate only a comparatively 
small acreage of productive land. 


IX view of the foregoing Governor 
Wills of Vermont protested against 
the construction of the West River dam 
without the approval of the state and 
instructed Representative Plumley to 
oppose the bill until the government ob- 
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tained the consent of the state. In ac- 
cordance with these instructions the 
Congressman introduced a bill (HR 
4179) to repeal an amendment to the 
Flood Control Act empowering the 
Secretary of War to proceed in such 
matters without the consent or coop- 
eration of the state affected. 

The construction of the proposed 
dam at West Dummerston for the gen- 
eration of hydroelectric power would 
be reminiscent of the old adage con- 
cerning the carrying of coal to New- 
castle since the existing power plant at 
Brattleboro, whose population of 10,- 


000 by the 1940 census has been in- 
creased by the demands of war, has ca- 
pacity not only for the needs of its own 
residents but also for a number of 
small towns in southeastern Vermont 
within a radius of about twelve miles 
from the site of the proposed dam. 
With the completion of this dam the 
employees and stockholders of the 
Brattleboro Company would be in the 
unenviable position of losing their 
present wages or dividends at a time 
when their Federal taxes would be in- 
creased to meet the costs of similar 
dams in other parts of the country. 








The Invisible Public Utility Empire 


“_.. petroleum pipe lines are not the only concealed cylindrical 
conveyances upon which the functioning of our complex way 
of living depends. A project comparable to the proposed new 
pipe line is the underground speech-conveyor which the AT&T 
is now building across the continent to supplement its system 


of overhead wires. 


“In our own [New York] city, buried in conduits beneath 
the pavements, are nearly 10,000,000 miles of telephone wire 
and 41,000 miles of thick copper conductors, sheathed in lead, 
to carry electric current from power plant to consumer. Live 
steam, in the more thickly populated parts of this city, is dis- 
tributed to office and apartment buildings from central boiler 
stations. Underground tubes carry our mail among the metro- 


politan post office stations. 


“There is something neat and efficient and tidy about stowing 
away, out of sight, the vital organs and machinery of our 
engineered existence. But once in a while, as occasion offers, 
it’s worth disinterring them—at least in the mind’s eye—and 
paying tribute to the ingenuity that put them there. 


—EDITORIAL STATEMENT, 
The New York Times. 
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Monorail: ‘—TKomorrow’s Promise 


This means of transportation is, in the opinion of the 
author, one of the bright prospects in the postwar 
picture. 


By ROBERT M. HYATT 


most vital problems of war is 

what shall be done after the war 
about readjustment of industry and 
rehabilitation of fighting men. 

Among us at the present time there 
isa single aim and a single, overwhelm- 
ing purpose: final victory. Victory 
will be ours ; and yet victory, itself, will 
bring about a new crisis and a new 
challenge to America—postwar em- 
ployment. Providing jobs for the mil- 
lions of men and women now in the 
armed services. Providing new kinds 
of work for all the other millions now 
employed on war production lines. 

Difficult years lie ahead, whether 
the war ends in two years or ten, but 
the years following can be prosperous 
if men use their heads—now. What is 
the solution to peacetime depression 
and unemployment — the inevitable 
specters that have followed all our past 
wars? 

In the magnificent blueprint of to- 
morrow — the postwar tomorrow — 
many brilliant projects are coming off 


Y \o a conquering nation, one of the 
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the drawing boards and out of the 
minds of thinking men. Projects to 
defeat depression and employ millions 
of men. Projects that have to do with 
entirely new fields of enterprise—elec- 
tronics, plastics, color television, and 
many others, the existence of which 
war has made possible. 

All these new postwar industries— 
and all the old ones that are now dor- 
mant because of war’s greedy demands 
—must depend in great measure upon 
transportation for the conversion of 
raw materials into the finished product, 
and the delivery of those products to 
the ends of the earth. Transportation 
then is tomorrow’s most vital project. 
Ever since man first had the urge to be 
some place other than he was, trans- 
portation has been one of his chief con- 
cerns—and one of his greatest head- 
aches. 


acne is especially im- 
portant to our postwar period be- 
cause America will be called upon by 
half the world to act as the Great 
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Builder and supplier of vast quantities 
of raw and finished materials for many 
years to come. That means we must 
tap every one of our seemingly limit- 
less natural resources—and about 60 
per cent of them are, with present 
transportation facilities, unavailable 
because of their inaccessibility. 

The railroads have been and still are 
our greatest system of transit, repre- 
senting an investment of about $45,- 
000,000,000, one-sixth of our na- 
tional wealth. Because of war’s ex- 
cessive freight and troop movement 
demands, every available carrier, in- 
cluding motor trucks, is in constant 
motion. The question is, How long 
will these two services last? 

The answer is easy: The railroad 
plant is wearing out faster than it is 
being repaired. More than 60 per cent 
of its rolling stock is over twenty-eight 
years old, and the life span of this 
equipment is at most twenty years. Lo- 
comotives are limping along without 
major overhauls; rails and roadbeds 
are disintegrating under the enormous 
overloading. The railroads requested 
2,000,000 tons of new rail in 1943 but 
the WPB slashed it to about 1,000,000. 
They begged for at least 80,000 new 
freight cars, and finally got less than 
28,000. Result: an ever-mounting 
number of derailments and serious 
wrecks. Total expenditures for main- 
tenance this year will be $200,000,000 
less than the railroads wanted to spend. 


HIs year civilian truckers got only 

54,000 new trucks, about one- 
tenth their 1941 replacements, and 
only 31,000 vehicles are left in the re- 
serve pool. There will be a deficiency 
of about 3,000,000 truck tires in 1944. 
Heavy-duty tires made of 70 per cent 
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synthetic rubber will not stand up in 
service. 

That being the situation with our 
two most vital transportation systems, 
it is no exaggeration that the operators 
of these services will be far worse off 
after the war than they were before. 
They are faced with a repair bill that 
staggers the imagination. 

The railroad system, laid out as it 
was through the valleys and across the 
broad plains, makes available only 
about 30 per cent of our natural re- 
sources. Highways and airplanes add 
another few per cent. But the fact re- 
mains that about 60 per cent of our un- 
touched mineral and timber wealth is 
in regions impossible to reach by sur- 
face rails and highways. Navigable 
waterways are nonexistent in most of 
these areas. Air transport of heavy 
freight is too expensive, and—besides 
—-planes require large, level take-off 
and landing areas. 

Several western states contain bil- 
lions of board feet of valuable virgin 
timber. Alaska has the largest stands 
of spruce and hemlock (both essential 
aircraft woods) on the North Amer- 
ican continent. Most of this lumber 
cannot be cut because transit methods 
do not provide a means of bringing it 
out. 


HESE same western states boast 
mineral and ore deposits as yet 
untouched. Arizona alone has billions 
of dollars in rich minerals that cannot 
be mined because they are inaccessible. 
In Alaska there are enormous deposits 
of nickel, tin, chromite, tungsten, plati- 
num, oil, and quicksilver—much of it 
impossible to reach by existing trans- 
portation methods. 
The postwar blueprint decrees that 
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MONORAIL: TOMORROW’S PROMISE 








Advantages of Monorail 


a ein monorail, commuters may live even 100 miles from their 

work and still be only a few minutes away. The restrictions on 

surface systems do not apply with the elevated system. Speeds of 300 

miles an hour are possible with monorail, with perfect safety. Operating 

costs are about 70 per cent lower than electric cars ... Because of unique 

engineering factors, monorail cars will be built about eight times lighter 
than conventional rail cars.” 





every dormant resource be exploited. 
Yet railroads cannot penetrate rough, 
mountainous territory. Roadbed is 
costly even on comparatively level ter- 
rain, requiring ballast, fills, cuts, 
bridges, and other expensive construc- 
tion work. Airplanes can’t do the job. 
Highways do not exist—in many in- 
stances cannot be built—in the major- 
ity of these regions. 

What then is the answer? The rail- 
roads—still our most important heavy 
freight hauler—must build an auxil- 
lary transit system that will reach into 
every region in the country where nat- 
ural wealth lies. The solution to that 
seeming poser is a single overhead rail 
from which cars hang suspended from 
drive wheels—monorail, if you please. 
Monorail will do precisely what all 
other types of transportation cannot 
do: reach into every corner and remote 
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spot on the continent. It can do this 
because it requires no roadbed, no 
landing space, no highway. Snow, fog, 
rain are no obstacles to this time- 
proven system of transportation. 


x we going to have monorail? Yes. 
Even as this is written, five major 
railroads are planning extensive net- 
works of monorail as feeder lines to 
their main lines, these single-rail sys- 
tems to be used for heavy freight haul- 
age; monorail passenger lines will 
come later. The California company 
responsible for monorail has been ex- 
perimenting with models for over 
twenty years, under the capable super- 
vision of P. S. Combs, former Chicago 
city engineer and noted authority on 
transportation problems and monorail 
development. They are all set to go. 
The construction of monorail 
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equipment will keep thousands of peo- 
ple working and put thousands of new 
ones to work. As Secretary Henry 
Morgenthau recently said, “Monorail 
is the best single buffer against postwar 
depression that has come to my atten- 
tion.” 

The principle of this system is 
neither new nor revolutionary. Amer- 
ica has not known it, but existing Eu- 
ropean systems have long ago proved 
every claim made for them by leading 
engineers all over the world. The Ger- 
mans built a line between Elberfeld and 
Vowinkel in 1901, which has been op- 
erating continuously since its incep- 
tion. It has hauled over a half-billion 
passengers at speeds exceeding 125 
miles an hour without a single fatal 
accident to anyone, and holds a service 
record not approached by any other 
transportation system. 


HERE are several reasons why 

monorail has not been introduced 
in this country. Many top rail execu- 
tives have long known of its superior- 
ity, but their enormous investments 
precluded any thought of a change- 
over; add to that the fact that they 
were too busy keeping their antiquated 
equipment in operation to think of any- 
thing else. They feel differently now. 
Their whole system is wrecked, neces- 
sitating a complete overhaul. That’s 
why several of them, including various 
urban electric lines, are looking to 
monorail as the single solution to their 
costly dilemma. 

Monorail has no strikes against it. It 
will not jeopardize any other form of 
transportation. Its cost of construction 
is at most $280,000 a mile, as against 
$3,000,000 to $11,000,000 a bore mile 
for subways, and $866,000 to $1,118,- 


000 a single track mile for elevateds 
(official New York records). The re- 
cently opened 6-mile-long Chicago 
subway cost over $6,000,000 a mile! 
The world’s leading engineers are 
convinced that monorail — providing 
grade separation — is the only answer 
to relieving the congested traffic condi- 
tion of our cities. You must bore 
through the earth or move above it in 
order to escape surface handicaps. 
There are only two existing ways of 
doing it in America—subways and 
L’s, both noisy, dangerous, and expen- 
sive to maintain. Many cities are dis- 
mantling their L systems and discon- 
tinuing the building of subways. A 
large number of these cities are busy 
with decentralization plans — mapping 
ways and means of thinning out the 
crowded residential areas. Again the 
answer is monorail. Give Americans a 
fast, safe, and economical mode of 
transit and they’ll be glad to live as far 
away from the cities as they can get. 


Ww monorail, commuters may 
live even 100 miles from their 
work and still be only a few minutes 
away. The restrictions on surface sys- 
tems do not apply with the elevated 
system. Speeds of 300 miles an hour 
are possible with monorail, with per- 
fect safety. Operating costs are about 
70 per cent lower than electric cars, 
since there is almost no friction drag, 
no flange grip, and no side sway as 
with all twin-track vehicles. Because 
of unique engineering factors, mono- 
rail cars will be built about eight times 
lighter than conventional rail cars. 
That brings up an important point, 
essential to postwar employment. 
Based on one car for each 10,000 per- 
sons, there is a potential demand for 
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7,390 monorail cars. At an estimated 
cost of $20,000 a car this represents 
$147,000,000 in the car-building busi- 
ness—a contract that several West 
coast aircraft companies may be look- 
ing forward to, when war’s demands 
for fighting planes fall off, and since 
monorail cars will be built to simulate 
airplane fuselages. 

This then is just another of the 
bright prospects in the postwar picture, 
the introduction of a transportation 
that many Americans have never 
heard of. 


MONORAIL: TOMORROW’S PROMISE 


BE Sin Age of Monorail is not far off. 
We'll have. industrial monorail 
systems first, for hauling heavy freight 
and tapping that 60 per cent of vital 
natural resources that have lain buried 
so long. We'll have it because it will 
save the railroads billions of dollars, 
and in some cases save them from total 
ruin. We'll have it because Americans 
have always demanded—and got—the 
best. They have been dreaming, all 
during this period of hard work and 
big pay and restrictions, of a better to- 
morrow. They’re going to have it. 





SLALAL LLL 





Strange Fruit of Municipal Transit Unification 


TT of transit lines was one of [Mayor] La- 
Guardia’s principal objectives in office. He achieved 
it, and with it a bigger and better transit deficit. The downtown 
crowd now propose to load that deficit on the straphanger in 


the shape of a 10-cent fare. 


“The mayor and his friends said we’d save money on uni- 
fication. We'd get better service. We’d cut the city deficit. All 
on a 5-cent fare. The plan finally adopted has increased our 
transit headache by $8,000,000, and the deficit is growing. The 
original Seabury-Berle plan proposed by the mayor and re- 
jected by the old transit commission would have still been 
worse; under that plan the current deficit would have been 
about $14,000,000, instead of $8,000,000 greater. Does the 
mayor propose to saddle his error on the subway rider?” 


—ExcerPt from editorial in PM 





(New York city daily). 
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Wire and Wireless 
Communication 


N an exclusive interview published in 
Broadcasting magazine of September 
11th, the Republican presidential nomi- 
nee, Governor Thomas E. Dewey, en- 
dorsed the free radio plank in his party’s 
platform and registered hostility to any 


government attempt to censor radio. 


broadcasting, whether by the Federal 
Communications Commission or Con- 
gress. Sol Taishoff, editor of Broadcast- 
ing, wrote the interview story. He quoted 
Governor Dewey as follows: 

I believe that the FCC should have no 
right of censorship, that it should not con- 
trol the content of radio programs. It should 
stay in the field of regulating technical fa- 
cilities. And when the FCC starts to con- 
trol program content, free radio goes out 
the window. 

Governor Dewey made it clear that the 
thought of government ownership or op- 
eration of stations is abhorrent to him and 
to his party. “Radio in this country,” he 
said, “has made its great development as 
part of our American enterprises. The 
government no more belongs in this field 
than in the field of the newspaper and 
the magazine.” 

What about the proposal of Senator 
Wheeler (Democrat, Montana) that 
sponsorship of news and commentators 
be banned, Dewey was asked. 

“It is as bad for Congress to legislate 
in this field as it is for the FCC to regu- 
late program content,” was the rejoinder. 


foes cognizance of the activities 
of the CIO Political Action Com- 


mittee in seeking to force broadcasters 
to give CIO free radio time, Governor 
Dewey said he felt radio should present 
all points of view and that it should 
“guard free speech zealously.” But he 
quickly added: “No organization that is 
a rump part of one wing of a political 
party has a right to demand radio time 
on behalf of its activities for that party.” 
Aware of the impending development 
of both FM and television, Governor 
Dewey feels they offer “great potentials 
for service to the public and to the stimu- 
lation of business.” Then he observed: 


The role of the government in assisting in- 
dustry to advance should be one of codper- 
ation and encouragement rather than at- 
tempting to apply new social concepts that 
would hamstring such developments. 

The development of FM and television is 
up to private enterprise. The role of the gov- 
ernment is one of reasonable regulation. But 
when government steps in to decide who is 
going to develop what and how, it is outside 
the province of government. 


In the course of the half-hour inter- 
view in his hotel suite in New York, Gov- 
ernor Dewey talked intimately about his 
own use of radio, and again compli- 
mented the nation’s broadcasters for 
their “splendid war service.” He said he 
was relying heavily upon radio in his 
campaign because it affords a direct 
means of reaching the electorate. 

“Radio,” said the governor, “provides 
the only means by which a candidate for 
office can speak directly to the whole peo- 
ple. It provides the only way to get per- 
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sonally acquainted with the people. I have 
always believed in going on the radio on 
matters affecting the people’s interest.” 

Governor Dewey has no set ideas on 
the FCC’s operations. He said his views 
on “efficient government” are well known. 
“T think it is highly important,” he added, 
“that the personnel of all government 
commissions should be of the highest 
caliber and these are the kinds of ap- 
pointments I will make.” 

International broadcasting, Governor 
Dewey feels, is an important job ahead, 
and one to be worked out by mutual 
agreement among nations. On this score, 
he commented : 


The dissemination of news, information, 
knowledge, and culture among the nations 
of the world is one of the most important 
tasks ahead of us. International broadcast- 
me should plan an important 16le in this 

eld. 

I believe that no nation should try to im- 
pose its ideologies on anyone against the 
wishes of its neighbors. Consequently, in- 
ternational broadcasting should be on a high 
plane to insure understanding and peaceful 
relations. 

I would be in favor of friendly arrange- 
ments being made among all nations, to per- 
mit international broadcasting to achieve real 
usefulness. 


* ok kx x 


HE New York Telephone Company 

won an interesting court test against 
the attempt of the Federal Communica- 
tions Commission to make the company 
take out of its original cost plant account, 
and switch to its surplus account, the 
amount by which certain property pur- 
chased in the 1920’s from the company’s 
parent was regarded by the FCC to be 
in excess of original cost. The decision 
was by a 3-judge Federal court in New 
York city, composed of Circuit Judge 
Swann and District Judges Clancy and 
Bright. 

Specifically, the FCC required the tele- 
phone company to charge to its surplus 
account $4,166,510.57, and to reduce its 
plant accounts, showing original cost by 
the same amount. This amount repre- 
sented items of increase in plant accounts 
which resulted from purchases made by 
the New York Company from the Amer- 
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ican Telephone and Telegraph Company 
(owner of all capital stock of the New 
York Company) in 1925 and 1927. These 
purchases were reflected upon the ac- 
counts of the purchasing company, not 
at the original cost to the AT&T, less de- 
preciation, but at higher prices—fixed by 
agreement as to certain leased instru- 
ments, and by appraisal, on the basis of 
reproduction cost less depreciation, as to 
certain toll line properties. 

At the times of the purchases, this ac- 
counting was in accord with the account- 
ing rules of the ICC, which then exer- 
cised regulatory jurisdiction over tele- 
phone companies. The FCC on January 
1, 1937, however, ordered original cost 
accounting. The company failed to elimi- 
nate from its plant accounts the increases 
noted, claiming that the amounts which 
had been entered represented the original 
cost to it. A joint hearing with the New 
York commission resulted in an FCC 
finding that the original accounting was 
“improper.” The FCC ordered that the 
plant accounts be reduced by charges to 
surplus. The New York commission 
made a corresponding order. 

The New York Telephone Company 
then brought suit against the FCC to set 
aside its order, The FCC made a motion 
for summary judgment. The 3-judge 
court denied the commission’s motion. 


_ opinion by Judge Bright, in sub- 
stance, holds that the commission’s 
original accounting order, sustained by 
the U. S. Supreme Court in the AT&T 
Case, 16 PUR(NS) 225, 299 US 232, 
240, in accordance with a. stipula- 
tion filed by the government, does not re- 
quire an accounting company to eliminate 
from its plant accounts amounts actually 
paid by it for property purchased (al- 
though in excess of original cost) if the 
difference between original cost and 
present cost, at time of acquisition, “is a 
true increment in value.” The opinion in 
part said: 


The order under review proceeds upon the 
theory that plaintiff’s accounting in question 
was improper when made and should be cor- 
rected. In our opinion the entries made at 
the time of the four transactions in ques- 
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tion accorded with the system prescribed by 
the Interstate Commerce Commission. . . . 
Defendants’ position is that the fairness of 
the appraisals is immaterial because in trans- 
actions between affiliates the transferee is 
bound to take the transferor’s net book cost. 
But if the entries were correct when made, 
as we now determine, the defendant com- 
mission, under the present record, cannot 
apply retroactively a new system to write 
down the plaintiff’s surplus. . . . There has 
not been any determination based upon a fair 
consideration of all the circumstances in ac- 
cordance with the stipulation mentioned, nor 
upon the evidentiary circumstances referred 
to in the opinion of the Supreme Court. 


The case must now be returned to the 
FCC for further hearing, unless the com- 
mission seeks a review in the U. S. Su- 
preme Court. 


* * * * 


HARGES that Chairman Fly of the 
FCC used his position to high pres- 
sure the owner of a Florida radio station 
to sell out at a sacrifice to a personal 
friend of his (Fly’s) were vigorously de- 
nied by the FCC chief in response to 
testimony recently taken before the spe- 
cial House of Representatives committee 
investigating the FCC. At least one mem- 
ber of the committee, however, Repre- 
sentative Miller (Republican, Missouri) 
was sufficiently impressed by the evidence 
on this point as to hint that even impeach- 
ment proceedings might be worth con- 
sidering. 

Specifically, the evidence before the 
special House group was to the effect that 
Ralph A. Horton, of Fort Lauderdale, 
Florida, sold his radio station WFTL to 
George B. Storer, of Detroit, president of 
the Fort Industry Company, in the mis- 
taken belief that only by doing so could 
he save his interest in it. 

“Had you known that the contract 
under which you were operating was not 
in fact illegal, would you have sold the 
station for $275,000?” Representative 
Miller asked Mr. Horton. 

“T wouldn’t have sold it at all,” Mr. 
Horton replied. 

According to testimony at the hearing 
on September 7th, the financial setup in- 
volved in Mr. Horton’s contract with 
Carl T. Hoffman and Stephen A. Vetter, 


his associates, not only did not violate any 
provision of the Communications Act or 
FCC rule, but was one for which com- 
mission approval was not required. 

It should, nevertheless, have been filed 
with the commission, for its information, 
within thirty days, Charles A. Denny, 
FCC counsel, told the committee. 

Mr. Horton said he had thought so at 
the time, but accepted the legal advice to 
the contrary of Mr. Hoffman, who drew 
up the contract, and the first intimation 
that either the agreement or his failure to 
file it had supposedly jeopardized his 
standing with the commission was the 
assurance to that effect impressed upon 
him by Andrew D. Bennett, a lawyer, in 
April, 1943, in connection with the pro- 
posed sale of the station to Mr. Storer. 

Convinced by the Storer people that 
his situation was “precarious,” he agreed 
to the sale of the station, accepting Mr. 
Storer’s counteroffer of $275,000 instead 
of his asking price of $300,000. 


NX this meeting, which took place in 

Miami on April 6, 1943, Mr. 
Horton further agreed, as proposed by 
Mr. Bennett and Mr. Storer, to go to At- 
lanta to meet James Lawrence Fly, FCC 
chairman, who, he was told, would be 
there the following week. At that con- 
ference with Mr. Fly, which took place 
on April 12th in Mr, Storer’s hotel room, 
Mr. Horton testified, any last lingering 
doubts he might have had as to the illegal- 
ity of his position were removed and he 
returned to Miami convinced of the 
necessity of proceeding to consummate 
the sale of his station to Mr. Storer.. 

To this end he sought and obtained re- 
lease from the contract he had entered 
into with Mr. Hoffman, who had lent him 
$50,000, which amount he offered to re- 
pay with funds advanced by Mr. Storer. 

“He told me that if he had not made 
the sale he was in danger of losing every- 
thing he had in the station,” Mr. Hoff- 
man testified. “He said if I did not give 
him a release the station would be lost.” 

Actually, Mr. Horton told the commit- 
tee, the transaction cost him more than 
he expected, the settlement with Mr. 
Hoffman totaling $60,000. 
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Mr. Storer testified that having heard 
in New York that there was a possibility 
of buying the Florida station, he made 
inquiries of friends in the industry and, 
on being told that Mr. Bennett had repre- 
sented Mr. Horton in connection with 
his application for a station license, he 
telephoned him and made an appoint- 
ment for a meeting in Detroit, on April 
2nd and 3rd, and subsequently for the 
April meeting with Mr. Horton in 
Miami. 

He denied that the conference with 
Mr, Fly in Atlanta was arranged for the 
purpose of exerting pressure on Mr. 
Horton but rather with the idea that it 
would improve the latter’s status with 
the commission because its chairman, be- 
ing “a fair-minded man,” would, he was 
sure, “sympathize” with Mr. Horton and 
“understand” that his failure to report 
the December, 1942, contract was an 
error and not a wilful violation of the 
FCC rule on that point. 


* * * * 


HE collection of “service charges” 

from guests who make interstate 
calls on hotel telephones will have to be 
stopped soon, according to a decision 
handed down on September 7th in New 
York city by Federal Judge Stephen W. 
Brennan in a suit brought by United 
States Attorney James B. M. McNally 
against the operators of thirty-three New 
York hotels. The court upheld the gov- 
ernment contention that the addition of 
such charges to the telephone rates on 
file with the Federal Communications 
Commission violated the Federal Com- 
munications Act and therefore shoula be 
enjoined. 

Judge Brennan based his decision on 
that law, which he held was intended by 
Congress to control the cost of an inter- 
state message sent by wire from its in- 
ception until its final receipt. He rejected 
the hotel owners’ contention that before 
an interstate call leaves a hotel switch- 
board it is not yet under Federal con- 
trol, and thus may be a proper object for 
the application of fees. 

The court did not pass on the equi- 
tability of collecting such fees as a means 
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of defraying the cost of telephone serv- 
ices rendered by the hotels. Such serv- 
ices, he conceded, supplemented the tele- 
phone companies’ functions. But he 
wrote: 


The hotels may render to their guests any 
service which business judgment may dic- 
tate, but they may not impose the cost thereof 
upon the use of a public utility service. It 
is true that the Communications Act refers 
to the carriers, but it is also true that hotels, 
as subscribers, are bound by the effective 
tariffs filed by the carriers. 


The carriers, the American Telephone 
and Telegraph Company and the New 
York Telephone Company, were made 
defendants in the action, though they, 
too, had opposed the service charges, and 
offered the hotels a 15 per cent commis- 
sion on interstate calls to compensate for 
the loss to be incurred by dropping the 
fees. 

The two telephone companies are 
to be enjoined, under Judge Brennan’s 
ruling, from furnishing interstate service 
to any of the defendant hotels that fail 
to discontinue the charges. 


* * * x 


OTICE has been given to the Federal 
Communications Commission that 
the following telephone companies desire 
to appear and present testimony relative 
to the need of allocating bands of radio 
frequencies for communications service 
now rendered or proposed to be rendered 
by such companies at the hearing sched- 
uled by the FCC for September 28, 1944: 
Wabash Telephone Company, Blooming- 
ton, Ill 
Tri-County Telephone Company, South 
Haven, Mich. 
Union Telephone Company, Owosso, Mich. 
Texas Telephone Company, Sherman, Tex. 
Southern Continental Telephone Com- 
pany, Cookville, Tenn. 


These companies have indicated their 
desire to present evidence relative to the 
following services: 


Fixed public service (other than Alaska) 

Special emergency, provisional, and mo- 
tion picture services 

Relay systems (program and public and 
private communication) 

New radio services 
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Electric Power & Light 
Corporation 


aeons Power & Licut CorporRa- 
TION, subholding company of Elec- 
tric Bond and Share Company, has sys- 
tem assets (consolidated) of some $767,- 
000,000. It controls the following sub- 
sidiaries, whose importance is indicated 
by the amount of 1943 revenues (in mil- 
lions) : 


United Gas Corporation ............. $56 
Arkansas Power & Light ........060.0+ 16 
IDA AS ROWE COIR DE s.8's:6 <:s:0 3:00 0018 0 8 
Dallas Railway & Terminal ......... 6 
Louisiana Power & Light ........... 12 
Mississippi Power & Light .......... 10 
New Orleans Public Service ........ 28 
Witah Power Gc Usenet oii. cs0ss0s 0000 18 


Small amounts of minority common 
stock of Dallas Power & Light and New 
Orleans Public Service are outstanding. 
Electric Power & Light holds the entire 
issue of second preferred stock and 
48.5 per cent of the common stock of 
United Gas Corporation, but, under the 
latter’s plan of recapitalization recently 
approved by the SEC, these securities 
will be replaced by 94.9 per cent of a new 
common stock issue. The equity interest 
in Idaho Power Company was sold over 
a year ago for $10,361,250. 

EP&L, like most other holding com- 
panies, has two problems imposed by § 11 
of the Holding Company Act—geograph- 
ical integration and capital simplification. 
The company is still fighting the SEC 
“death sentence” issued two years ago, an 
appeal to the Supreme Court having been 
taken from the circuit court decision up- 
holding the SEC. However, the com- 
pany has during the past year made sub- 
stantial progress with a broad program 
to improve the system’s financial setup, 
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Comment 
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and to prepare for compliance with SEC 
orders if this proves necessary. Refund- 
ing operations have been completed for 
Utah Power & Light, Dallas Railway & 
Terminal, Louisiana Power & Light, 
New Orleans Public Service, and Mis- 
sissippi Power & Light. Refunding 
plans for Arkansas Power & Light bonds 
and Dallas Power & Light preferred 
stock are also in progress. 


OR several years the company has 
been attempting, in codperation with 
Electric Bond and Share and the SEC, 
to complete a recapitalization and refund- 
ing program for United Gas, the im- 
portant subholding company. A plan has 
finally been approved by the SEC and 
sent to a U. S. District Court for an en- 
forcing order. (September 29th has been 
set for the hearing date.) Assuming 
there are no appeals (there have been 
fourteen stockholders’ suits in the Fed- 
eral and state courts of New York), the 
plan will go into effect in a comparatively 
short time after the court order, it is 
hoped. Under the plan, United Gas will 
issue $100,000,000 new mortgage bonds 
(which will probably be sold privately) 
and the proceeds will be used to pay Elec- 
tric Bond and Share $44,000,000 (can- 
celing the latter’s $56,000,000 par value 
security holdings) and to redeem the is- 
sue of $7 preferred stock at 110 plus 
arrears. Electric Power & Light will re- 
ceive (in lieu of its present holdings of 
second preferred and common) 94.9 per 
cent of the new common stock issue. 
Electric Power & Light’s geographical 
problem has been partially settled by sale 
of Idaho Power. It will also be necessary 
to dispose of the interest in Utah Power 
& Light, which, however, is probably not 
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INTERIM EARNINGS REPORTS 





End of 
Period 

Electric-gas Holding Companies 
American Gas & Elec. Consol. ........ July 
American Power & Lt. (pfd.) Consol. July 
American Water Works Consol. ...... June 
Parent Co. June 
Columbia G, & E. Consol. ............ June 
Com. & Southern (pfd.) Consol. ...... July 
Elec. Bond & Share (pfd.) Parent Co. June 
Elec. Pr. & Lt. (1st pfd.) Consol. .... Mar. 
Eng. Pub. Service Consol. ........... July 
Parent Co. July 
Federal Lt. & Trac. Consol. ........- June 
ae Parent Co. Dec. 
L. I. Lighting (pfd.) Parent Co. ...... June 
Middle West Corp. Consol. .......... Mar. 
Parent Co. Mar. 
Nat. Pr. & Lt. Consol. .........+.5. June 
Niagara Hudson P. (pfd.) Consol. .... June 
North American Co. Consol. .......... June 
Parent Co. Mar. 
Nor. States Pr. (Del.) (pfd.) Consol. June 
Ogden Corp. Parent Co. ........eeeee- June 
Public Ser. Corp. of N. J. Consol. .... June 
Std. Gas & Elec. (pr. pfd.) Consol. ... June 
United Gas Improvement Parent Co. .. June 
United Lt. & Rys. Consol. ..cccecscces Dec. 

Electric-gas Operating Companies 
BastGnresOHs soc cde ee ss ocreecewes June 
Central Miineis FG: oo s.cccic nes ces June 
Commonwealth Edison Consol. ....... June 
COM ELPA LOWER 2. co ccccacestcuecs July 
€ons. Edison N. Y. Consol. ..<.2.00+-: June 
Parent Co. June 
Cons. Gas of Balto. Consol. ........-. June 
Delaware Power & Light ............ June 
Derby Gasite Plecthic < secs ssn cawceos Dec. 
Detroit Edison: Cattsols . <..ccsecoe sce June 
Houston Lighting & Power .......... July 
NAPPI IOIE a 6 c.5 aka clea re wen ties '6. 4 eis June 
Indianapolis P. & L. Consol, ...<<..0<0+ June 
Pacific Gas & Elec. Consol. .......... June 
Philadelphia Electric <..c.0<ceccecccos June 
Public Service of Indiana ............ July 
Sanrwnero Gas Pleo viisse conics May 
Southern California Edison Consol. ... June 

Gas Companies 

Amer Lt & Trac: Consol... ..cccceses. June 
Brooklyn Union: Gas: «......05.. 00.0 June 
Consolidated Natural Gas ............ June 
El Paso Natural Gas Consol. ......... June 
Lone Star Gas Cansgh .2%< vcvisaccces June 
Oklahoma Natural Gas ....0...cc0e00 July 
Pacific Lighting Consol. ..........000: June 
Peoples Gas Lt. & Coke Consol. ...... June 
Southern Natural Gas Consol. ........ June 
United Gas Corp. (1st pfd.) Consol. .. Mar. 
Washington Gas Light .............. June 


pis alt ek il 
if 2.1 D18' 
D31 $ = ‘ ay Z - 


12-month Period 
Last Prev. Inc. % 
$2.27 
8.06 
oe 
13 D24 
42 ae 
7.89 Dil 
4.61 9 
7.65 D30 
1.99 32 
64 179 
1.62 D6 
1.70 : 19 
3.83(c) 4.87(c) D21 
28(d) .34(d)D18 
.06(d) .12(d) DSO 
a D32 
13.74 D8& 
1.85 8 
1.30 10 
5.74 D10 
12(e) .09(e) 33 
.63(e) 14 
12.70 D4 
06 a D89 
1.49(b) 2.17. D3 
2.11 D7 
2.13 fa 
1.78 D3 
2.60 D1 
1.92 5 
1.61 D23 
4.58 12 
1.07 Fs 
2.36 D8 
1.31(a) D4 
5.32 D12 
2.14 se 
1.97 D9 
2.37 5 
1.35 D12 
1.95 ee 
94 1 
1.59 9 
1.41 D8 
2.34 22 
3.19 Ee 
1.91(e) 7 
85 22 
2.82 aa 
3.50 12 
4.87 D25 
1.77 D4 
16.99 4 
1.98 D19 


Last 


3.09 


3.72 


a 3 
14 = 20 
39 «= 40 
1.23 1.44 
268 287 
48 55 
65 38 
‘39 ~=—.47 
im 6S 
a 2 
, — 
— ae 
7 866 
108 1.41 


5.03 4.15 


3-month Period 


Prev. Inc. % 


Di7 
D31 
D30 

D2 
D15 


D7 


D12 


D36 
74 


13 


D23 
3 


_D—Deficit or decrease. (a) No provision made for liability under rate cuts and/or Detroit municipal tax 
(in litigation), which might reduce earnings substantially. (b) Assuming dissolution plan of United Light 
Power is consummated (appealed to Supreme 
(d) Three months ended March 3lst. (e) Si 





Court). 
ix months ended June 30th. 
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(c)_ After income appropriations for amortization. 
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worth a great deal. Utah completed a 
bond refunding last year, but there are 
substantial arrears on the preferred 
stocks, which it may be difficult to dis- 
pose of because of heavy sinking-fund 
requirements on the new bonds and other 
factors. In any recapitalization, EL 
would probably retain only a small mi- 
nority interest, but nevertheless might 
have to dispose of it to meet SEC ideas 
as to control. 

It is not yet clear whether the SEC 
will permit retention of the major part of 
the southern group of properties, In any 
event, sale of the two Dallas companies 
seems to be contemplated, which will 
probably give the parent company suffi- 
cient cash to complete the retirement of 
its $29,178,000 bonds. As of December 
31, 1942 (latest figures available). 
EP&L had net current assets of $5,172,- 
639. It was first proposed to use the addi- 
tional $10,361,250 from the sale of Idaho 
Power (in 1943) to retire outstanding 
bonds, but the high price of the latter 
made the program impracticable, and a 
subsequent plan was announced to ac- 
quire preferred stock of Mississippi 
Power & Light Company. However, this 
program was only partially completed. 
Cash may be further improved by divi- 
dends from United Gas, now that the 
flow of income from that company ap- 
pears likely to be “unfrozen.” 


ILL the SEC permit the company 
to retain both its electric and gas 
properties? In the case of Columbia 
Gas, the holding company is being forced 
to choose between its two major interests, 
and EP&L may face a similar require- 
ment, In that case the simplest solution, 
following its own recapitalization, would 
be for EP&L to distribute United Gas 
common pro rata to its own stockholders. 
Following retirement of its bonded 
debt, recapitalization on an all-common- 
stock basis appears a necessary step to 
permit equitable distribution of cash or 
securities (to the extent required by the 
SEC). 
The first preferred stocks (ap- 
proximately 770,000 shares) have divi- 
dend arrears of $79.21 on the $7 issue 
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and $67.90 on the $6 issue. The $7 sec- 
ond preferred, of which about 60,909 
shares are owned by the public and 13,- 
905 by Electric Bond and Share, has ar- 
rears of $85.75 a share. In any formula 
for distribution of new common stock to 
the four classes of outstanding stock, the 
two first preferred issues would, in our 
opinion, appear to be entitled to about 
80-85 per cent, judging from formulas of 
other companies approved by the SEC. 


) is difficult to appraise the outcome of 
such a program without more recent 
balance sheet figures than are now avail- 
able. There will be some shrinkage in 
earnings due to probable disposal of the 
Dallas companies and Utah. On the 
other hand, the equity in United Gas 
earnings will increase very substantially 
—about $5,000,000, it is estimated. More- 
over, with income flowing freely to the 
top company, the new common stock 
could doubtless pay out in dividends a 
substantial part of the equity earnings— 
all of which tends to explain the recent 
advance in EP&L $7 preferred to a new 
high of 994 (currently 923). 


> 


Communication Companies’ 


Stocks 


epee sage preferred and guaranteed 
stocks, the list of communication 
stocks is a comparatively small one. (See 
the table on page 432.) Radio Cor- 
poration of America has been omitted be- 
cause of its dual manufacturing and 
communications business. The outstand- 
ing minority stocks of four subsidiaries 
of American Telephone and Telegraph 
are available to investors, with yields 
somewhat below that of the parent com- 
pany stock. 

It is perhaps not generally realized 
that there are some 12,000 independently 
operated companies in the United States 
outside the Bell system. Of these 803 in 
seventeen states are operated by General 
Telephone. The system’s revenues are 
about $27,000,000 compared with $1,- 
648,000,000 for the Bell system. The 
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COMMUNICATIONS COMPANY STOCKS 


Where Price 
Traded About 
Asmerican Tel. & Tel. ....).......4 S 
New Eagiand Tel, ..:...:...0+% G 
So. New England Tel. ....... C 
Mountain States Tel. & Tel. ..C 
Paciic Tel-& Fel. 2.600 css S 
General Telephone Co. ......... S 
International Tel. & Tel. ........ S 
American Cable & Radio .... 
Western Union Tel. “‘B” Ss 


* Consolidated earnings. 
** Quoted 130-40 


Approx. 
1944 
Range 
164-156 
110-104 
130-122 
136-127 
122-118 
27-22 
20-12 
14-8 
31-23 


Price- 
Yield Share earnings 
About Earnings Ratio 
5.6% $9.15* 17.8 
53 6.08 17.9 
4.7 6.17 21.2 
: 6.74 
6.55 
2.18* 
.86* 
.64* 
3.83# 


Div. 

Rate 

$9.00 
5.75 
6.00 
6.00 
6.00 
1.60 


# Includes Postal Telegraph from October 8, 1943. 


financial picture is somewhat similar to 
that of American Telephone and Tele- 
graph, except that there is a smaller com- 
mon stock base (about 28 per cent com- 
pared with 60 per cent), which largely 
explains the higher yield and lower price- 
earnings ratio. 

International Telephone & Telegraph 
Corporation is somewhat overcapitalized, 
and a number of its subsidiaries have 
been involved in the present war and the 
Spanish revolution. Hence the common 
stock has not, as yet, acquired investment 
caliber, though it has been popular as a 
“leverage” issue with favorable peace- 
time prospects. 

American Cable & Radio, subsidiary 
of International Telephone, has much 
the same status as the parent company 
stock. It, too, is a holding company, con- 
trolling world-wide cable and radio sys- 
tems (including the Mackay system, 
formerly owned by Postal). Because of 
the complicated system setup, it is diffi- 
cult to appraise future prospects for the 
stock, but these appear to have been dis- 
counted to some extent in the present 
price. 


oe UNIon TELEGRAPH Com- 
PANY was recapitalized at the time 
of its recent merger with Postal, and the 
A stock has a preferential $2 dividend 
rate. 


7 


The B stock is, therefore, the real 
“equity” issue, sharing equally with the 
A stock after the latter has received 


The Postal system operated rather 
heavily in the red prior to the merger, and 
anticipated economies of consolidation 
have not yet been fully realized. Western 
Union is currently undertaking two 
financial operations — an exchange of 
new debentures for certain guaranteed 
stocks of leased companies, together with 
a general bond-refunding program. The 
company also plans to acquire the $50,- 
000,000 teletype system from American 
Telephone and Telegraph. With all 
these changes it is difficult to appraise the 
earnings outlook. In the past, earnings 
have fluctuated widely with the industrial 
cycle, resulting in a deficit in 1938, for 
example. Current earnings have been 
swollen by a huge amount of military 
business which will disappear after the 
war. 

On the other hand, substantial 
economies may be obtainable with the re- 
turn of normal operations. The A stock 
is currently paying $2 and sells around 
46; the B is around 27. 

Most of the communications stocks are 
selling near their best levels for 1944, in- 
dicating that they share in the general 
popularity of public utility company 
stocks. 
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UBLIC utility companies have been 

following with interest recently pub- 
licized postwar plans for relieving the 
present high rate of Federal income 
taxes on corporations. The special point 
of utility interest is the fact that any 
such plan, if adopted by Congress, would 
probably eliminate utility rate complica- 
tions such as those resulting from the 
recent Detroit Edison Case. (This case, 
which involved proposals to have Fed- 
eral income tax payments by utilities di- 
verted for local benefit by way of rate 
reductions, rate refunds, or local taxa- 
tion, first arose in connection with the 
Detroit Edison Company, and is still in 
litigation—but the theory has made an 
impression on regulatory authorities in a 
number of other states.) 

One of these plans is the so-called 
Ruml-Sonne plan. It is the joint product 
of Beardsley Ruml, pioneer of the pay- 
as-you-go income tax reform for indi- 
viduals and an official of Macy’s depart- 
ment store in New York city, as well as 
H. Christian Sonne, another New York 
city merchandiser, The so-called Ruml- 
Sonne plan was the result of a study 
made for the National Planning Asso- 
ciation. It would abolish all corporate 
taxes, with the exception of a franchise 
levy of 5 per cent, and would rely on 
individuals for the bulk of Federal in- 
come. 


| Renae different form of tax 
proposal, but looking very much in 
the same direction, is the so-called High 
Employment Tax Plan, sponsored by 
the Committee for Economic Develop- 
ment. This was developed by various 
tax experts and businessmen, including 
Ralph E. Flanders, Boston banker; 
Paul G. Hoffman, president of Stude- 
baker; and also Beardsley Ruml. The 
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What Others Think 


Corporate Tax Relief and 
The Utilities 


Committee for Economic Development 
proposal comprises five major conclu- 
sions, as follows: 


1. The personal income tax should 
provide at least half of the total Fed- 
eral taxes collected, at rates which 
would give all taxpayers marked relief 
from the present heavy burdens. 

2. Excise and sales taxes should be 
lightened as much as possible. 

3. Taxation applied directly against 
business operations should also be 
lightened as much as possible. 

4, Serious inequities of the present 
tax laws should be removed. 

5. Federal taxation should be heavy 
enough to end the _ long-uninter- 
rupted rise in the national debt, and to 
reduce that debt when production and 
employment are high. 


The reasons why the committee be- 
lieves that at least half of total Federal 
revenues should come from personal in- 
come taxes are: first, that personal taxes 
have less repressive effects on production 
and employment than do sales, excise, or 
corporate taxes—provided the rates do 
not discourage higher-income groups 
from taking risks, or unduly reduce the 
purchasing power of the lower-income 
groups ; second, because this is the fair- 
est form of taxation, most closely ad- 
justable to ability to pay; third, because 
it is clearly evident where the tax falls. 
“Tt is a common and mischievous fallacy 
about taxation that it is possible to re- 
lieve individuals of a tax burden by levy- 
ing taxes on goods; or on corporations ; 
or on transactions,” says the report. 
“The truth is that all taxes have to be 
paid out of the pockets of living persons. 
The mere circumstance that in many 
cases the taxpayer may be unaware of the 
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tax does not alter the fact that he is pay- 
ing it.” 


HE committee feels it would 

be a healthy thing for 40,000,000 
taxpayers “to be acutely conscious that 
they were contributing to the Federal 
government. The result should be to 
make citizens aware of their stake in 
the nation, and it should tend to more 
economy and efficiency on the part of 
the government.” 

The committee presents in detail sug- 
gested schedules of personal income tax 
rates, These schedules start with mini- 
mum or standard rates of 16 to 20 per 
cent, depending upon total revenue re- 
quirements. For a married couple with 
two dependents, earning $4,000 net in- 
come after deductions, the income tax 
proposed, under the 18 per cent sched- 
ule, would be $360, as against $505 at 
1944 rates. The same family with $10,- 
000 income would pay $1,800 against 
$2,245 at present rates. On $100,000 in- 
come, the tax would be $42,430 instead 
of $68,565, as in 1944. 

Such personal income tax rates, with 
national income of $140,000,000,000, 
would yield about $11,000,000,000 a year. 
Significantly, they would leave $77,000,- 
000,000 of income not taxed at all, a de- 
liberate design to maintain purchasing 
power. 

Although the CED proposes re- 
duced income taxes for all income 
groups, its suggested schedules would 
impose progressively heavier burdens on 
individuals with large incomes, and 
would take upwards of 60 per cent of all 
incomes in excess of $1,000,000. It be- 
lieves any higher imposts would kill ini- 
tiative. It reports: 

Particularly in view of the critical employ- 
ment problem that will exist after the war, 
the obviously wise course for the nation is to 
say to all of its most enterprising citizens: 
“Go ahead; risk your money and put all the 
effort and brains you have into increasing the 
nation’s production. By doing this, you will 
be creating jobs for other people, while mak- 
ing money for yourself, and this continuous 
job multiplication is the main thing we want 
to see happening in this country. You will 
have to pay in taxes a good share of what 
you make, but you will also have left a suf- 
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ficient share for yourself to make your 
efforts worth while.” 


| jin especially telephone com- 
panies, will be interested in the 
committee recommendation that excise 
taxes, except upon liquor, tobacco, and 
perhaps gasoline, be eliminated. That 
would reduce Federal taxes by about 
$3,000,000,000 and would represent tax 
relief principally to families with low and 
medium income, leaving them that much 
more income to spend for goods. 

“Heavy taxation of corporate earnings 
is extremely and peculiarly damaging to 
employment,” the report points out. “It 
takes vital and enormous funds out of 
the stream of business operations just 
when they are most likely to be used and 
where they can most effectually be used to 
increase production, create more jobs, 
pay out a greater total of wages, or re- 
duce the price of goods manufactured.” 

Taxes on corporations are paid by in- 
dividuals, after all, and the CED 
presents various reasons for _ be- 
lieving that it does less harm to busi- 
ness to tax the earnings after they have 
been received by stockholders as income. 
The committee therefore recommends 
that the excess profits tax, although jus- 
tified in wartime, be repealed; that the 
corporate earnings tax rate be the same 
as the personal minimum income tax 
rate—16 to 20 per cent; that the mani- 
fest inequity of taxing corporate earn- 
ings twice—once as corporate income, 
and again as personal income when the 
stockholder receives his dividends—be 
removed. 

Various other inequities in the tax 
laws are pointed out, and remedies sug- 
gested. The committee does not believe 
in attempting to stimulate enterprise by 
offering tax concessions of one kind or 
another to new enterprises. “Such differ- 
entials,” it says, “are likely to result in 
a vicious cycle of special subsidies which 
can be paid for only by added tax bur- 
dens on other types of income. Instead, 
we believe that moderate and equitable 
tax treatment for all groups in our econ- 
omy will be more conducive to an ex- 
pansion of production and employment.” 
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Es Gee committee estimates that the 
postwar Federal budget will be at 
least $16,000,000,000 to $18,000,000,- 
000, aside from funds needed for Social 
Security and debt retirement. This is 
some two and one-half, or almost three, 
times the highest revenue raised in any 
year before the war. It is equivalent to 
$500 per family of four, compared with 
$156 in 1940, on the basis of a $140,- 
000,000,000 national income. The com- 
mittee thinks this huge sum can be raised 


only if high employment can be obtained, 
and that high employment can be ob- 
tained only if the Federal tax system is 
reformed so as to remove the brakes on 
production and business operations, now 
prevailing in the form of skyscraping 
taxes on corporations. 

Bound copies of the report are being 
distributed to members of the Commit- 
tee for Economic Development, which 
is now organized in more than 2,000 
cities. 





Controlling Germany and Japan through 
Utility Curbs 


__ timely publication in the light 
of European war success for Allied 
arms is “The Control of Germany and 
Japan,” published by the Brookings In- 
stitution under the joint authorship of 
Harold G. Moulton and Louis Marlio. 
This book, which bears a foreword dated 
as recently as July, 1944, was deemed by 
the five judges of the Book-of-the-Month 
Club of such vital importance in the es- 
tablishment of lasting peace that it is 
being sent to all members of that popular 
literary society. 

Of special interest to public utilities is 
the forthright conclusion by Messrs. 
Moulton and Marlio that the control of 
German utilities, with special emphasis 
on the electric power industry serving 
both Axis nations, would be among the 
most effective measures of preserving the 
peace. Dr. Moulton is well known to 
American readers of all serious economic 
literature for his distinguished service as 
president of the Brookings Institution 
since 1928, and as author of some twenty 
volumes. 

Dr. Louis Marlio is a French indus- 
trialist who was chairman of the French 
Eastern Railways from 1920 to 1939 
and chairman of the International Alu- 
minum Cartel during most of that period. 
He will be recalled in utility circles for 
his authorship a couple of years ago of 
a book on electric power resources in the 
United States in the light of the war 
emergency. This book was also pub- 
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lished by Brookings Institution, of 
which Dr. Marlio is now a staff member. 


+ ogra Germany, Moulton-Marlio 
examine four different methods for 


‘maintaining peace in the Reich: (1) 


various plans for partitioning Germany; 
(2) economic control of Germany 
through financial and trade restrictions; 
(3) control of vital minerals; (4) con- 
trol of selected key industries. 

The authors look forward to the time 
when the military occupation and po- 
licing of Germany, now embraced so eag- 
erly by members of the Allied nations 
as to suggest even some degree of rivalry, 
will become a tiresome and expensive 
nuisance. Maintaining a large occupa- 
tional army, even assuming the debatable 
proposition that the Reich can be forced 
to defray all or a substantial part of the 
cost of such occupation, is bound to be- 
come an unpleasant project for every- 
body concerned. Occupation troops natu- 
rally dislike duty in a foreign land 
where the natives are certain to regard 
them with hostility, The very fact of 
occupation, aside from the expense of 
maintaining it, will be a drag on the re- 
sumption of German economy to any de- 
gree of self-supporting status. 

The idea of using the strategic utility 
services as key points in Germany for 
maintaining control with a minimum of 
friction that would result from the use 
of a large occupation army itself is not 
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entirely original. As early as March, 
1943, Francis X. Welch, writing in Pus- 
Lic UTILITIES FoRTNIGHTLY an article 
entitled “Can the Public Utilities Police 
the Peace?” suggested the formation of 
such a utility-control system operating 
through the international councils of the 
League of Nations or whatever prototype 
of the League of Nations will be evolved 
for administering the policies of the vic- 
torious Allies in conquered enemy areas. 
Welch even went so far as to suggest 
the need for extending such controls to 
other European areas—not only in suspi- 
cious neutral territory, but perennial 
trouble zones such as the Balkans, where 
even friendly peoples have a tendency 
to start a battle among themselves every 
so often. 
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“HOW HARD DO I HAVE TO HIT TO KNOCK IT IN THE WATER?” 


The Moulton-Marlio program would 
dispense with the suggestion that all pub- 
lic utilities, including such local services 
as tramways or telephone systems, should 
be mobilized for policing the European 
peace. They would concentrate more on 
selected key industries, especially the 
electric power industry and civil aviation. 
Some doubts were raised about the unifi- 
cation of European railway systems. 


"Pipa back to the first group of oc- 
cupational proposals—political par- 
titioning of Germany—Moulton-Marlio 
are not very hopeful that such a solu- 
tion for policing German peace would be 
practical. The authors do not discuss the 
triple partitioning plan more recently 
suggested by former Under Secretary of 
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State Sumner Welles (with emphasis on 
dividing Catholic from non-Catholic 
Germany) about which we heard over- 
tones from the recent international con- 
ference at Dumbarton Oaks in Washing- 
ton, D.C. They did point out that there 
are various weaknesses in the four fol- 
lowing plans of partitioning Germany: 
(1) Breaking Germany up into small 
states would ruin her economy and ad- 
versely affect other European countries ; 
(2) separating the Rhineland would like- 
wise have serious repercussions; (3) 
separating East Prussia would be an in- 
teresting experiment but would not ma- 
terially affect Germany’s war potential ; 
(4) isolating the whole of Prussia would 
still leave the German Reich economi- 
cally intact. 

As to economic control plans, Moul- 
ton-Marlio consider and reject three gen- 
eral proposals: First, the proposal to 
reduce Germany to an agricultural status 
is impractical because such a status 
would simply not support Germany’s 
population. Secondly, forcing Germany 
to import more foodstuffs by abolishing 
German tariffs would not be an adequate 
solution. Third, financial control over the 
German industry does not, upon analy- 
sis, appear to be practical, except the lim- 
ited phase of liquidating German stock 
ownership in other occupied countries. 

Turning next to the problem of ap- 
plying mineral sanctions, Moulton-Mar- 
lio point to the major difficulty of con- 
trolling mineral imports because of Ger- 
many’s continental position. Several 
other weaknesses to the mineral control 
idea are noted. Restrictions on iron ore 
exports to Germany would hurt other 
countries and Germany might in any case 
become independent of iron ore imports. 
Probably the major weakness is that 
bauxite (for aluminum) could be re- 
placed by substitutes. Again, mineral 
control would not of itself prevent the 
accumulation of oil supplies for war 
purposes, although a rapid depletion of 
Rumanian oil wells might be helpful 
along this line. 


J “HE favored control of the German 
electric utility industry is covered 
SEPT. 28, 1944 


by Moulton-Marlio in a chapter on con- 
trol of selected key industries generally, 
some of which are favored and others 
not. Destruction of Germany’s iron and 
steel industry, for example, is criticized 
for its adverse economic consequences in 
and out of Germany, although the con- 
trol of alloy steels was conceded to be a 
possibility. Controlling the machine tool 
industry was said to be subject to easy 
evasion. With respect to aluminum the 
suppression of ingot production was 
said to be both feasible and essential, 
making unnecessary the more difficult 
control of raw materials for final fab- 
ricating processes. 

Control of the German chemical indus- 
try, nitrogen and hydro industries, was 
also rejected as impractical. Control of 
the German railway industry, as men- 
tioned, was conceded to be practical, and 
by extending electrification through uni- 
fication might become more vulnerable to 
pulled switches in cases of emergency. 
But it is submitted that unification of the 
continental railway structure would not 
give actual security. It is always easy 
enough for the military to seize railroads 
outright when actual hostilities threaten. 

This brings us to the two forms of 
German utility service which Moulton- 
Marlio would keep under the eye of oc- 
cupation authorities: civil aviation and 
electric power. On the first point the au- 
thors state that the prohibition of com- 
mercial as well as military aviation would 
be necessary, regardless of the incon- 
venience to travelers. The German com- 
mercial plane and its parts and supplies 
could be, too easily, a channel for accu- 
mulating engines, propellers, wings, etc., 
for the war planes of the future, not to 
mention the training of a potential corps 
of pilots, ground forces, and other mem- 
bers of a future Luftwaffe. Likewise, 
the authors state that for “complete 
safety the prohibition of individual fly- 
ing would be necessary.” 


‘eee to the German electric power 
industry, we are given the follow- 
ing suggestion by Moulton-Marlio: 


No small part of the German electrical 
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industry will perhaps have been destroyed or 
crippled during the course of the present war. 
If the construction of new power stations, 
either hydroelectric or steam, were forbid- 
den, Germany’s demands for power would 
have to be met in considerable part by sup- 
plies from foreign countries having large 
power resources, actual or potential—France, 
Belgium, Norway, Italy, and Austria. This 
foreign electric current could be provided by 
establishing transmission lines of very high 
tension—150,000 to 220,000 voltage. For the 
transmission of power of such high tension it 
would perhaps be necessary to establish an 
international company which would purchase 
the entire power production in adjacent coun- 
tries and transmit it to Germany, selling 
either to public distributing corporations or 
to large consumers. It would be necessary 
for this company to control the distribution 
of power to the large industrial and transpor- 
tation consumers. 

As an alternative to a complete prohibition 
of the construction of large electric power 
plants within Germany, it might be prefer- 
able simply to impose the condition that the 
building of plants—exceeding, say, 10,000 
kilowatts’ capacity—must be authorized by 
an international board. With this alternative 
it would be necessary to make periodic in- 
spection of the German power plants. 


The authors point out that consump- 
tion of electric power in wartime is enor- 
mous. Power consumption in large in- 
dustrial countries increases: annually by 
as much as 15 to 20 per cent during a pe- 
tiod of war preparation and from 50 to 
100 per cent in the actual course of a 
protracted war. These increases are 
caused by the general rise in industrial 
production, greater mechanization of war 
factories, and extraordinary demands of 
the military aircraft and other indus- 
tries for aluminum, magnesium, synthet- 
ics, and other products requiring great 
amounts of electric power to process. The 
authors state: 


The advantages of controlling the power 
industry may be summarized as follows: (1) 
It would prevent Germany from abrogating 
the clauses of economic disarmament relat- 
ing to the manufacture of aluminum, syn- 
thetic oil, and alloy steels. (2) It would con- 
trol the peacetime production of electro- 
metallurgical and electrochemical products 
such as hydrogen and nitrogen which are 
used largely for war purposes. (3) In case 


of a threatened aggression it would be pos- 
sible to shut off foreign electrical power and 
thus seriously restrict the entire war produc- 
tion program. 
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This type of control would not be impor- 
tant from the standpoint of unemployment. 
Assuming that power were furnished on an 
economical basis it would not adversely affect 
German costs of production. It would have 
the great advantage, compared with other 
types of control, that its administration 
would be invisible and thus less disturbing 
to the public. It would also be quick in its 
application and decisive in its results. 


wo weaknesses are ‘noted to this 

otherwise favored plan of control: 
First, it is impossible to prevent the con- 
struction of small power-generating es- 
tablishments. Second, German economy 
might demand, in some areas where coal 
is cheap, that local steam generation be 
permitted as against the more expensive 
importation of current produced under 
international auspices. In any event, 
Moulton-Marlio pointed out that the 
supervision of electric power itself would 
be useful as a means for detecting the 
location of the great centers of war in- 
dustry, especially aluminum, magnesium, 
alloy steels, synthetic oil, and nitrogen. 
Summing up the outlook for controlling 
Germany, the authors state: 

. we conclude that controls over selected 
key industries certainly offer much greater 
possibilities than those directed at restricting 
the importation of raw materials. Some of 
the devices reviewed in this chapter, 
especially those relating to aviation, alumi- 
num ingot production, and electric power, 
seem worthy of the most careful considera- 
tion. In view of the fact that it takes from 
three to four times as long to construct large 
war production plants in Europe as it does in 
the United States, it would be possible to 
make these measures effective at an early 
stage in a war preparedness program. In any 
case, this type of control would be a useful 
adjunct to armament reduction and to the 
type of military control suggested in a later 
chapter. 


N the section dealing with Japan, 

Moulton-Marlio point out that an en- 
tirely different situation confronts the 
victorious Allies. Certainly the control 
of Japanese railroads would be alto- 
gether impractical. Electric power super- 
vision would also be very difficult in Ja- 
pan since it is too far to transport power 
from the Asiatic continent to Japan. 
The best industrial control possibility for 
keeping the Nipponese from starting 


SEPT. 28, 1944 








PUBLIC UTILITIES FORTNIGHTLY 


further trouble would be centered in con- 
trolling aviation. It would embrace the 
following industries: aluminum, magne- 
siym, synthetic oil, aircraft production, 
and commercial air transportation. The 
production of aluminum ingots would be 
prohibited ; also, the importation of raw 
materials for the same. 

The elimination of the aluminum in- 
dustry would not constitute a serious dis- 
turbance of Japan’s normal economic 
life, since it is only a few years old. The 
same can be said of synthetic oil pro- 
duction. Aircraft production _ itself 
would, of course, be checked, as well as 
commercial air lines and private flying, 
for the same reasons discussed with re- 
spect to Germany. 

When all such economic control meas- 
ures are discussed, the authors concede 
that these alone will not suffice to insure 
lasting peace. They must be considered 
as supplements to military controls. As 
instruments in the hands of the inter- 
national military, they might reduce the 
size and expense of occupation, but they 
could in no sense be considered as a 
substitute or alternative for fundamental 
military measures. 

What are these? First, there is dis- 
armament, meaning the appropriation 
or destruction of all important military 
weapons and equipment—warships, air- 
craft, tanks, artillery, machine guns, 


small arms, etc. Also the destruction 
of armament and munitions plants, dis- 
banding of the armed forces, and the 
dissolution of the administrative military 
organization. 

Next, there is the prevention of re- 
armament, which necessitates, of course, 
some occupation force for continual su- 
pervision. This occupation police job 
must rely on a system of detection and 
coercion. A joint board must be given 
certain power of independent action to 
maintain supervisors within key indus- 
trial areas to report on German and Japa- 
nese governments in case of evidence of 
rearmament, and, finally, to take coer- 
cive measures where such warnings are 
not promptly heeded. 


HE authors concede that the use of 

force to maintain peace is itself a 
form of war, and that true peace can be 
achieved only through spiritual regen- 
eration. 

But it is also suggested that a sup- 
plemental system of military and key in- 
dustrial controls, as outlined above, for 
at least the necessary transitional pe- 
riod, until the time when spiritual re- 
generation can take place, provides the 
least expensive, the least complicated, 
and the least likely to create unnecessary 
friction of other methods for policing 
the peace in Germany and Japan. 





Security Traders 


Harri large surplus generating ca- 
pacity of some Federal utility 
projects after the war should not be used 
“to create further unfair competition” 
with private utilities, P, L. Smith, presi- 
dent of Middle West Corporation, said 
recently in an address before the Na- 
tional Security Traders’ Association, 
meeting in Chicago, Illinois. 

“With minor exceptions, all utilities 
should be on a common footing, pay their 
own way, and share the cost of the war 
and its liquidation,” Smith said. “I be- 
lieve unfair competition has reached its 
peak and that most voters and Congress 
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Ponder Utilities 


do not want to see industry socialized. 
The business-managed companies do not 
resent or fear fair competition.” 

He said utility companies are in “an 
excellent position” to help convert the 
country’s economy to peacetime needs 
with ample capacity for postwar loads. 

“Some companies will have surplus ca- 
pacity which will take care of future 
growth in their service areas, and later, 
when loads are expected to go beyond 
those of the last few years, new addi- 
tions, improvements, and extensions can 
readily be made,” Smith continued. 
“Although the cost of most commodities 
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“THE MAN-POWER SHORTAGE MUST BE GETTING MORE DESPERATE” 


has increased in recent years, the average 
cost to consumers of a kilowatt hour of 
electricity or unit of gas has declined. It 
is reasonable to expect conditions will 
permit a continuation of this downward 
trend.” 


EPRESENTATIVE Boren (Democrat, 

Oklahoma) warned the association 
that Federal bureaucracy has grown “to 
such an extent that we will have to de- 
stroy bureaucracy or it will destroy the 
American system of government.” He 
added : 


Bureaucracy has come to be a new philoso- 
phy of government in this country. It is a 
philosophy whereby a bureaucrat holds that 
he has the power of government within him- 
self. We have reached the point where any- 
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body who believes in the American way of 
life must be awake to the fact that he must 
fight for it. 


Joseph A. Matter of the Chicago law 
firm of Chapman & Cutler earlier told 
association members that a vital contri- 
bution to postwar prosperity could be 
made by municipal bond dealers by assist- 
ing in planning sound, well-financed 
projects, 

Municipalities and dealers will be in an 
improved position to enter peacetime 
financing, if they start to study “much 
needed” legislation now, he said, adding: 

Most state legislatures meet next spring 
and extensive new highway legislation is 


needed. Few states have satisfactory revenue 
bond laws. Probably no state has laws which 


will permit all types of revenue financing. 
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Matter said long-term municipal 
financing in 1943 dropped to a 10-year 
low of about $500,000,000, compared 
with $1,230,000,000 in 1941 and an av- 
erage of about $1,200,000,000 for the 
eight preceding years. One estimate for 
the immediate peacetime years is for $2,- 
500,000,000 in each of the first five post- 
war years, nearly twice 1940’s record 
high, he said. Another source expects $5,- 


000,000,000 to $8,000,000,000 in the first 
four years after the end of the war, he 
added. 

“One factor which will increase munic- 
ipal borrowing is the substantial amount 
of debt reduction in the last several 
years,” Matter said. “The total municipal 
debt was about $20,000,000,000 in 1940 
and this was decreased an average of 15 
per cent by the end of 1943.” 





Will REA Become a Political Issue? 


URAL electrification in principle is 
hardly likely to be an issue in the 
current presidential election, in view of 
planks in both major party platforms 
commending and extolling the idea of 
Federal loans to encourage rural electri- 
fication. But the Rural Electrification 
Administration is something else again— 
in the light of its recent difficulties which 
culminated in the investigation by a spe- 
cial subcommittee of the Senate Agricul- 
ture Committee. 

At current writing, the status of this 
investigation is a little bit obscure. An 
interim report has been made criticizing 
some phases of REA, and especially rec- 
ommending prompt enactment of legisla- 
tion to restore the independence of that 
agency, as distinguished from its present 
subservience to the Department of Agri- 
culture. 

The very fact that an interim re- 
port was filed implies that further ac- 
tion will be taken and Senator Shipstead, 
Republican of Minnesota, is reliably re- 
ported to be working toward that end. 

On the other hand, Senator Smith, 
chairman of both the Senate Agricul- 
ture Committee and the investigating 
subcommittee, has been defeated for re- 
élection, It is thought in some quarters 
that this may have a dampening effect 
on any further investigation of REA, 
since Smith was the principal proponent 
of the probe on the Democratic side of 
the aisle. 


E that as it may, we may hear some- 
thing on the subject of REA from 


the election orators before November— 
not necessarily from the mouths of the 
principal candidates, but possibly from 
some of the lesser luminaries. The Na- 
tional Popular Government League of 
Takoma Park, Washington, D. C., which 
has for some years given quadrennial 
advice on the public ownership back- 
ground of the presidential candidates, 
shows signs of turning a somewhat criti- 
cal eye towards the New Deal adnmiinis- 
tration for the first time since the New 
Deal has been in existence. The National 
Popular Government League, of course, 
has long labored in behalf of public own- 
ership of public utilities and direct Fed- 
eral activity in the field of rural electri- 
fication. 

For many years, also, it was close- 
ly associated with the late U. S. 
Senator George Norris of Nebraska, and 
its origin was more or less bipartisan, 
springing principally from the progres- 
sive Republican group of a couple of 
decades ago in which Norris, Pinchot, 
and others were luminaries. 

The moving spirit of the National 
Popular Government League during its 
entire existence, however, was and is its 
present director, Judson King. Mr. King 
will be recalled as the former REA 
consultant whose critical writings first 
exploded the depth bomb which pitched 
REA headlong into the troubled waters 
of a Senate investigation, although there 
were, of course, many other contributing 
circumstances. 

Mr. King has not let up on his critical 
literature concerning REA since his 
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separation from that service—a develop- 
ment which he attributes, not implaus- 
ibly, to his very activities along that line. 
In his National Popular Government 
League bulletin of August 16, 1944, No. 
212, Mr. King recites with considerable 
spirit the affairs which led up to the Sen- 
ate investigation, the investigation itself 
to date, and things that have happened 
even more recently. 

Along the latter line, he throws some 
new light concerning the relationship be- 
tween Secretary of Agriculture Wick- 
ard and the National Rural Electric 
Codperative Association, of which Mr. 
King has been especially critical. King 
charges that NRECA has ducked the is- 
sue of whether or not REA should be- 
come an independent agency as recom- 
mended by the Senate subcommittee. He 
charged that NRECA officials were 
“forced to choose between a politically 
minded administration of REA, to 
which they were all heavily indebted, and 
the codperatives whose opinion they well 
knew and whom they represented.” 


ING claims that last June 8th, E. J. 
Stoneman, after a previous confer- 
ence with Secretary of Agriculture 
Wickard in Washington, made a speech 
before a Wisconsin codperative group 
in Menominee, advocating the reten- 
tion of REA in Agriculture, add- 
ing that that was his opinion and not nec- 
essarily the position of NRECA. Stone- 
man, according to King, said that REA 
would need the help of Agriculture in the 
postwar era and that “as a separate or- 
ganization it would not have the strength 
to compete with private utilities,” nor 
have the support of Congress. 

Another interesting comment in Mr. 
King’s bulletin is to the effect that 
NRECA President Stoneman thinks that 
REA men have been too hostile to the 
private utilities “and that more could be 
gained by a friendly attitude and the 
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spirit of codperation with the utilities.” 
King seems to think that this is an “echo 
from the Department of Agriculture.” 

King also accuses Secretary of Agri- 
culture Wickard, through his REA Dep- 
uty William A. Neal, of trying to per- 
petuate Department of Agriculture-con- - 
trol, while at the same time trying to di- 
vert congressional criticism by regional- 
izing REA along lines which will never- 
theless “keep REA in political hands” — 
meaning, presumably, under control of 
the Secretary of Agriculture. 

In closing, Mr. King invites all “pro- 
gressive” and nonpartisan groups to sup- 
port and work actively for the passage 
of the Smith Bill (S 2034) to restore 
REA independence, as recommended by 
the Senate Agriculture subcommittee’s 
interim report. The administration is 
pretty generally known to be opposed to 
this type of legislation. Certainly the Sec- 
retary of Agriculture is opposed to it, 
and if he is continued as Secretary of 
Agriculture after the next November 
elections, we may reasonably expect that 
administration support, as such, will con- 
tinue to be on the other side of the Smith 
Bill. 

All of which raises the interesting 
question of whether REA co-ops, or a 
considerable portion of them which are 
considered to be in favor of a return of 
REA to an independent status, will pre- 
sent that question as an election issue in 
rural precincts during the current cam- 
paigns of various candidates for Federal 
office. 

In other words, while both the 
Republicans and Democrats are on rec- 
ord as in favor of rural electrification, the 
factual record of the Democratic admin- 
istration on the subject has been to keep 
it under the political control of the De- 
partment of Agriculture. Will the oppo- 
nents of this policy reflect their political 
opposition accordingly? We'll know 
within a few weeks, of course. 





Green the easiest thing a public utility company can do is to be mis- 
understood—especially by people who make a career of misunderstand- 


ing public utilities.” 
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—EDITORIAL STATEMENT, 
Telephony. 
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Tax Threat to Utilities 


E ip increasing burden of taxation 
upon the private electric light and 
power industry was emphasized in a re- 
cent editorial in the New York Journal 
of Commerce. The Journal pointed out 
that while the electric light and power 
industry remains predominantly under 
private ownership and management, a 
considerable segment is now conducted 
by Federal or local public bodies. 

It called attention to the high wartime 
taxation which has given an artificial 
advantage to public power agencies 
which escape taxes, since up to 25 per 
cent of the gross revenue of private com- 
panies now goes to pay taxes. This ab- 
normal tax advantage, if continued, the 
Journal added, will threaten the survival 
of private enterprise in the power indus- 
try. The editorial continued: 

During the war, when the demand for 


power has risen sharply to new peak levels, 
greatly increased sales have tended to offset 
some of the unfavorable factors in the 
situation confronting the private utilities. 
When the war ends, however, the issue of 
further socialization of the electric light 
and power industry will again become a live 
one. The private utilities have achieved a 
splendid war record, but so long as they 
remain subject to burdensome and highly 
discriminatory taxation as compared with 
public power agencies, to drastic accounting 
regulation, and to competition from sub- 
sidized government projects, they are placed 
on the defense. 


The Journal pointed out that through 
adoption of the straight-line depreciation 
policy, favored by the National Associa- 
tion of Railroad and Utilities Commis- 
sioners and other administrative agencies, 
investment of owners of private utilities 
is marked down and their acquisition by 
public bodies thereby facilitated. 





Trackless, ‘Trolleyless Electric Cars 


Pager to Professor Valentin Dityakin, member of the Soviet 
Scientists’. Anti-Fascist Committee, a new commercial electric 
vehicle which, without wires, will pick up the electric current needed 
to power its motor from a source under the ground has recently been 
developed by Dr. G. I. Babat, Russian engineer. 


The vehicle gets its motive power from high-frequency current in an 
electromagnetic field formed around conductors placed at intervals along 
the highway, underneath the ground. The electric car is fitted with a 
coil and accumulators which pick up and store the electric energy, pass- 
ing it along through a rectifier which produces the current to the vehicle’s 
24-horsepower, direct current motor as needed. Enough energy can 
be stored up at one time for the car to run several miles, it was reported. 


Electromagnetic conductors can be laid underneath the ground on 
main streets of towns and cities, eliminating dangerous overhead wires. 
Electric cars passing near the generator-conductors pick up enough 
energy to carry them along a considerable distance. Trucks and busses 
operating within a city can also be adapted to use this new means of 
propelling surface vehicles. 


The new cars built by Dr. Babat are already doing useful transport 
work in one of the larger Moscow factories. He has also built several 
passenger car models. The simplicity of construction of the new vehicle, 
the ease with which it can be driven, and the fact that it can be built 
for any type of work make it an economical form of transportation. 


The tiny high-frequency cars may be the solution to the problem of 
providing a cheap form of transportation in cities and towns after the 
war, tf the system ts put into use generally. 
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Returns to General Electric 


Co Epwarp WILson, who resigned 
recently as vice chairman of the War Pro- 
duction Board, was reélected president and a 
director of the General Electric Company on 
September 8th at a meeting of the board of 
directors. He resigned the same offices with 
General Electric in September, 1942, to join 
the WPB at $1 a year. 

As a consequence of Mr. Wilson’s return, 
Owen D. Young, honorary chairman of the 
corporation, resigned as active chairman of the 
board, and Gerard Swope, honorary president, 
resigned as active president of the company. 
This was the second time that both officials 
have relinquished the same jobs, They be- 
came honorary officers on January 1, 1940, 
when Mr. Wilson became president and Philip 
D. Reed became chairman. 

Mr. Wilson said that reconversion was a 
problem of magnitude, because the General 
Electric Company had gone over to war pro- 
duction practically 110 per cent. “We may be 
able to resume peacetime production in some 
lines within thirty to sixty days,” he con- 
tinued, “but on others it may take ninety days 
or longer.” 


McFarland-Hatch Probe 
Approved 


HE U. S. Senate on September 5th ap- 

proved a resolution introduced on June 
10th (S Res 313) by Senators McFarland 
(Democrat, Arizona) and Hatch (Democrat, 
New Mexico), calling for a study of the de- 
velopment of hydroelectric and irrigation 
projects in the Southwest. The resolution as 
finally approved was amended to limit the ex- 
penditure to $5,000 instead of $10,000, as orig- 
inally requested. This limitation is, in effect, 
a limitation on the work being carried on pur- 
suant to the original Senate Resolution 155, 
as amended by Senate Resolution 304, as agreed 
to June 5, 1944. 


Alaska Municipal Plant 


HE U. S. Senate has received a House-ap- 
proved bill (H:R 5144) authorizing the 
city of Ketchikan, Alaska, to issue bonds not 
to exceed $150,000 for the purpose of con- 
structing and acquiring additions and better- 
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ments to the electric light and power system of 
that city. 

The bill was referred to the Senate Com- 
mittee on Territories and Insular A ffairs. 


OWU Restrictions Eased 


| Jigen power, water, natural and manu- 
factured gas, and central steam-heating 
public utilities have been granted the right to 
make certain minor plant additions and exten- 
sions up to $10,000 in material cost, without 
obtaining approval from the Office of War 
Utilities, Edward Falck, OWU director, an- 
nounced recently. The limit formerly was 
$1,500. At the same time, OWU revoked the 
requirement that purchase of certain critical 
items (formerly listed in Utilities Order U-1) 
be approved by regional utility engineers. 
Furthermore, limitations on purchases of spe- 
cific items of materials, which were contained 
in Schedule B of Order U-1, also have been 
removed. As a result of these actions, utilities 
may purchase materials if their inventories on 
hand do not exceed their minimum require- 
ments or more than a 90-day supply of such 
materials. 

“These changes represent no relaxation of 
present restrictions,” Mr. Falck said. “They 
were made, first, to simplify the orders; sec- 
ond, to minimize the number of applications 
being submitted to Washington; and, third, to 
reduce the accounting, recording, and report- 
ing work required of utilities operating under 
the orders.” 

It is expected that approximately 1,200 ap- 
plication forms coming to Washington each 
month will be eliminated by the amendments. 


Gas Line Nears Completion 


HE Chicago Corporation recently re- 
ported that its Tennessee Gas & Transmis- 
sion Company subsidiary has been making 
rapid progress in constructing its Texas to 
West Virginia natural gas transmission line. 
Of the 1,263-mile length of line to be con- 
structed, approximately 1,000 miles has now 
been completed. At last report work was 
going forward at the rate of about 10 miles 
a day. It was believed that testing of the line 
could be completed and delivery of gas begun 
in October, which would be well before the 
time determined by the War Production Board 
as the beginning of the critical period for gas 
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Tennessee Gas Transmission has ob- 
tained a tax amortization certificate from the 
War Department permitting the company to 
charge off 30 per cent of the cost of the line 
over a 5-year period, before computing Fed- 
eral taxes. This additional amortization, to- 
gether with normal depreciation charges, as- 
sures Tennessee Gas of sufficient cash income 
to meet its annual principal and interest on its 
$44,000,000 debt to the Reconstruction Finance 
Corporation, incurred to meet cost of the line. 


Rural Power Test Plan 


HE Calgary Power Company was recently 
reported undertaking a rural electrifica- 
tion experiment, using for the test a group of 
100 farms in the Olds district about 60 miles 
north of Calgary. The test is to be staged on 
a self-liquidating basis and without govern- 
ment’ assistance in the form of loans or grants. 
The program involves the construction of 
about 75 miles of line at a cost of approxi- 
mately $60,000, or about $600 to a customer. 
There will be about an average of three-quar- 
ters of a mile per farm to be served. The area 
picked for the experiment is described as a 
typical rural community with conditions and 
problems which would be encountered in fur- 
nishing power to almost any farm area in the 
territory covered by the company. 

The farmers will pay $100 each for instal- 
lation of the line, which will bring the com- 
pany about $10,000, or one-sixth of the original 
cost. The company will finance the remain- 
ing $50,000 without any assistance, The 
monthly charge for service is to be $5 for a 
minimum of 20 kilowatt hours and 2 cents for 
each kilowatt hour above 20. It is estimated 
that the minimum rate will bring a return of 
$6,000 annually to the company, or 10 per cent 
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supplies in the Appalachian industrial area. 


¥ 





of the original investment. Amortization must 
come out of this. 

Future expansion of rural service by the 
company will depend on le results of this ex- 
periment, according to H. B. Sherman, man- 
ager of the company. Data obtained through 
the test will be made available to either the 
provincial government or the Federal govern- 
ment at Ottawa. 


Power Restriction Lifted 


age delivery restrictions for the Niagara 
Falls area were removed on September Ist 
by the War Production Board, which said 
supply and requirements in the area are now 
“reasonably in balance.” 

Power systems affected by the revocation of 
Order L-46 are: Niagara Falls Power Com- 
pany, Niagara, Lockport & Ontario Power 
Company, Buffalo Niagara Electric Corpora- 
tion, New York State Electric & Gas Cor- 
poration, Central New York Power Corpora- 
tion, Lockport & Newfane Power & Water 
Supply Company, and Rochester Gas & Elec- 
tric Corporation. 

WPB said, however, that its action did not 
affect the over-all restrictions that apply to 
electric power company operations contained 
in Order L-94. 


Olds Reappointed 


_- OLps’ reappointment to the Federal 
Power Commission was confirmed this 
month by the Senate after a bitter attack on 
FPC policies which ended in administration 
forces in the Senate calling for adjournment. 
The appointment was confirmed by voice vote. 

A new chairman for the FPC was said to 
be a possibility, despite Olds’ renomination, be- 
cause of the interruption of Olds’ service. 


Alabama 


Electric Properties Transferred 


Ww approval granted by the state pub- 
lic service commission, transfer of elec- 
tric properties of the Alabama Water Service 
Company to the Alabama Electric Codpera- 
tive was effected early this month, according 
to M. A. McWilliams, Prattville, president 
of the AEC. 

Mr. McWilliams, who was in Birmingham, 
said that acquisition by his concern of the 
properties would greatly facilitate postwar 
electrification of rural areas in southern Ala- 
bama and northwest Florida. 

The codperative paid a base purchase price 
of $2,075,000 for the properties which include 
298 miles of transmission and distribution 
lines, three hydro generating plants, and three 
Diesel generating plants. Some 80,000 farms 


embraced by the newly acquired properties 
and now without electric service stand to bene- 
fit by the move. All rate schedules of the Ala- 
bama Water Service Company will be main- 
tained for the present, Mr. McWilliams 
stated. 

“There will be no increases, wholesale or 
retail. The Alabama Electric Coéperative will 
be able, at present rates, to amortize the REA 
loan within the period required by law— 
twenty-five years—and thus acquire full own- 
ership of the generating and transmission fa- 
cilities for the member codperatives.” 

The AEC, organized in 1941, with 15 REA- 
financed distribution cooperatives as mem- 
bers, obtained a loan from the Rural Electri- 
fication Administration to finance purchase 
and to provide for postwar expansion of facili- 
ties to serve the member cooperatives. 
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Arkansas 


Seek Control of Utility 


PPROVAL of the state utilities commission 
was asked recently for a plan by which 
control of the Fort Smith Gas Company will 
pass from the United Public Utilities Corpora- 
tion, a New Jersey corporation, to 
Dunne, Jr., and a group associated with him at 
Wichita, Kansas. 

The Securities and Exchange Commission 
has ordered United, a holding company, to sell 
its stock in the Fort Smith gas distribution 
system and of Southern Gas Producing Com- 
pany, which supplies natural gas to the sys- 
tem. Both Fort Smith and Southern are Dela- 
ware corporations. 

A new Fort Smith Gas Company, organ- 
ized as an Arkansas corporation August 17th, 
will take over Southern. 


Commission Overrules Utility 


TS state utilities commission overruled 
the Arkansas Power & Light Company’s 
motion for a rehearing in its $975,000 electric 
rate reduction case on August 30th. 

In its order the commission ruled on all 
points in the power company’s motion except 
the one as to whether certain fees paid to as- 
sociated companies for engineering work 
should be included in its rate base, which the 
commission fixed at approximately $48,000,000. 


The commission ruled that the company’s 
objection to the order as it concerned these 
fees was “premature.” The commission has re- 
served for future decision what part of the 
fees, if any, may be included in the rate base. 

The company was given twenty days to ap- 
peal to Pulaski Circuit Court, Chairman Mar- 
vin Hathcoat said. 

The company filed two petitions with the 
commission on August 30th involving an an- 
nounced purpose “to resume its construction 
program” for service to rural areas. The com- 
pany said it had abandoned the program be- 
cause of wartime restrictions, now somewhat 
relaxed. 


Files Reduced Schedule 


RKANSAS-MissouRI Power CorPORATION 

filed with the state utilities commission 
on September 5th a new schedule of rates 
which will mean a reduction totaling $4,118.16 
a year for consumers in eleven Arkansas cities 
and towns. 

The new schedule, already applied in sev- 
eral other towns, calls for one free street light 
per twelve customers, and provides for all- 
night service. 

Cities and towns affected are Black Oak, 
Black Rock, Blytheville, Caraway, Hoxie, Lake 
City, Leachville, Luxora, Manila, Monette, and 
Pocahontas. 


California 


Merger Problems Solved 


Oo of the Municipal and Market 
Street Railway companies of San Fran- 
cisco early this month ironed out final consoli- 
dation problems and predicted the merger un- 
der city control would be completed by Sep- 
tember 29th, the scheduled date. 

The city emerged victorious from one of 
the final arguments which concerned property 
near Millbrae in San Mateo county. The Mar- 
ket Street Railway claimed the substation 
land was nonoperating property, exempt from 
the merger. City officials demanded title on 
the ground it was needed for operation. 

“So we deferred to the city,” said Presi- 
dent Samuel Kahn of the Market Street Rail- 
way. 

Kahn also revealed that as far as he was 
concerned the details of effecting the transfer 
under terms of the $7,500,000 deal, approved 
by the voters last May, were proceeding ac- 
cording to plan. City officials have virtually 
completed all their assignments. 

Terms of the voter-approved purchase plan 
provide for a $2,000,000 down payment from 
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surplus earnings of the Municipal Railway. 
The remainder will be paid from earnings of 
the combined system, eliminating the necessity 
of a tax subsidy for the acquisition. 


May Get Competition 


(>= development in electric lighting units 
for use of American troops overseas, 
particularly in islands of the Pacific, might 
mean competition for the Los Angeles de- 
partment of water and power after the war, 
the city council was informed recently by Sid- 
ney Lawton, rate engineer for the department. 

Lawton said owners of blocks and apart- 
ments might put in their own lighting plants 
for tenants and reduce municipal lighting 
business. His statement was made during con- 
sideration of a charter amendment which 
would legalize the practice of owners buying 
city juice wholesale and retailing it to tenants 
at the rate which would be charged the tenant 
by the department. 

At present the department was said to find 
charter authority for such sale of electricity 
somewhat ambiguous and wants the amend- 
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ment for its protection in case of litigation. 

The council ordered preparation of the 
resolution to place the amendment on the next 
April ballot. 


Streetcar and Bus Fares 
Reduced 


— ANGELES streetcar and bus riders will 
save an estimated $840,000 annually as a 
result of extensive fare reductions ordered on 
September 6th on certain streetcar and bus 
lines by the state railroad commission. 

Cutting bus fares in the Los Angeles “inner 
zone” from 10 to 7 cents and making similar 
reductions in other rates throughout the Los 
Angeles area, the order becomes effective Oc- 
tober Ist. 

Increased business and revenue, the commis- 
sion held, justified the cuts, which will amount 
to $275,000 a year for the Los Angeles Rail- 
way Company, $340,000 for the Los Angeles 
Motor Coach Company, $70,000 for the Pacific 
Electric Railway Corporation, and $155,000 
for the Asbury Rapid Transit System. 

The interim opinion of the commission, or- 
dering the rate reductions, was signed by Rich- 
ard Sachse, president of the body; Franck R. 
Havenner, and Frank W. Clark. Commis- 


sioners Ira H. Rowell and Justus F. Craemer 
filed a concurring opinion, in which they sup- 
ported the decision as to fare reductions but 
objected to the commission “injecting itself 
into a utility’s wage agreement.” 


Voluntary Rate Reduction 


big acceptance by the Coast Counties Gas 
& Electric Company and the state railroad 
commission of a voluntary rate reduction of 
$500,000 a year for war duration and six 
months thereafter, which should take the com- 
pany out of the excess profits tax bracket, was 
indicated at recent hearings by the commis- 
sion in rate proceedings against the company, a 
subsidiary of Pacific Public Service Com- 
pany. 

Discussion as to whether the rate cut, de- 
signed to be effective in October, could be 
made retroactive to January 1, 1944, has been 
undertaken, but according to the commission 
would not result in a controversy to jeopard- 
ize the reduction, 

The company’s profit tax liability for this 
year, before the rate cut, has been estimated 
at $399,894. 

Of the proposed rate reduction $150,000 
would apply to electric and $350,000 to gas 
customers. 


Colorado 


State’s Authority Challenged 


A TEsT of the state public utilities commis- 
sion’s authority to regulate federally spon- 
sored rural electric codperatives was foreseen 
on September 8th as the result of a petition 
filed by sixteen customers of an REA associa- 
tion seeking to obtain the same rates as those 
of member users. 

In recent purchases of utilities by REA as- 
sociations, the commission has required them 
to serve nonmembers on acquired lines at the 


same rates as members. The protesting cus- 
tomers, however, are served by the Intermoun- 
tain Rural Electric Association of Littleton, 
which acquired property of the Mountain 
Utilities Corporation of Golden in July, 1943, 
prior to the commission’s determination of the 
new rate policy. 

The complaint charged the REA is engaging 
in a discriminatory practice by differentiating 
between the two types of users, all of whom 
buy electric energy produced at Elizabeth, 
and distributed between Elizabeth and Parker. 


Connecticut 


FPC Suspends Rate Change 


HE Federal Power Commission on Sep- 
tember 5th announced its order suspend- 

ing the schedule filed by the Connecticut Power 
Company, New London, providing for the sale 
of electric energy to the Torrington Electric 
Light Company for resale by the latter in Tor- 
rington and vicinity, and setting a public hear- 
ing concerning the lawfulness of the proposed 
increased rates for December 5, 1944, in the 
commission’s hearing room, Washington, D. C. 
The order stated that the schedule filed by 
the Connecticut Power Company on August 


4, 1944, to supersede the one now in effect, may 
result in “excessive rates or charges to Tor- 
rington and may place an undue burden upon 
ultimate consumers of electric energy ; may be 
discriminatory; and will result in increased 
rates or charges which have not been shown 
to be justified.” 

Information submitted by the Connecticut 
Company showed that the proposed rate sched- 
ule would result in an estimated increase over 
present rates of about $104,000 or 18 per cent 
for the 12-month period ending July 1, 1945, 
and in response to the commission’s inquiry 
with respect to the effect upon Torrington’s 
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rates, the Torrington Electric Light Company 
stated in a letter dated July 5, 1944, that “an 
increased cost of $104,000 in our operations 
would be a serious burden unless increased in- 
come could follow.” 

At the forthcoming FPC hearing, the order 
added, the burden of proof to show that the 
proposed increased rates are just and reason- 
able shall be upon the Connecticut Power Com- 
pany. 

The commission’s order suspended the pro- 
posed rate schedule until February 3, 1945, and 
provided that during the period of suspension 


the present rates shall continue in effect in so 
far as they apply to the sale of electric energy 
for resale. 

“In the opinion of the Connecticut Power 
Company its sales to the Torrington Electric 
Light Company are not sales at wholesale in 
interstate commerce and there is a serious 
question as to whether or not the Federal 
Power Commission has jurisdiction over these 
rates,” is the answer to the FPC order sus- 
pending the new schedule contained in a state- 
ment by the Connecticut Power Company on 
September 6th. 


Illinois 


New Traction Plan 


N official report presented to the Chicago 
city council on September 8th admitted 
that there is little or no hope of carrying 
through Mayor Kelly’s plan of traction unifi- 
cation under‘ municipal ownership within two 
years. The report recommended an alternate 
program allowing or forcing the elevated and 
surface lines to order new equipment at an 
estimated cost of $15,000,000 
The new plan, drawn up by Philip Har- 
rington, commissioner of subways and super- 
highways, was referred to the city committee 
on traction. It recommended withdrawing the 
city’s offer of $85,500,000 for the surface and 
“L” lines and wiping off the books the 1941 
unification ordinance which would have sad- 
dled a company with a capital of $179,000,000 


on the transit riders of the city of Chicago. 

Traction experts said that the contemplated 
action, which was approved by Mayor Kelly, 
marked an about-face in city policy on trac- 
tion. The new plan made provision for setting 
up a new transit board with resources ample 
enough to permit it to buy rolling stock and 
operate a small municipal company along 
routes it selects, with or without transfers to 
the existing facilities. 

This drastic step was urged only if the com- 
panies found it inexpedient, or refused, to or- 
der equipment necessary to benefit the riding 
public for the next two years. Representatives 
of the companies said the new move was a 
surprise to them. The city until recently has 

maintained the possibility of unifying the two 
properties and also the Chicago Motor Coach 
Company by May, 1945. 


Indiana 


Commission Reorganized 
Ferrey step in the reorganization of the 


state public service commission was’ 


taken by Governor Henry F. Schricker re- 
cently when the resignation of George N. 
Beamer, commission chairman, was an- 
nounced. 

Governor Schricker announced the appoint- 
ment of Lawrence Cannon, Michigan 
City, now director of the motor vehicle de- 
partment, as a member of the commission to 
succeed Mr. Beamer, and the elevation of 
Hugh W. Abbett, Indianapolis, as commission 
chairman. 

Formerly chief engineer for the commis- 
sion, Mr. Abbett recently was named as a com- 
missioner to succeed William A. Stuckey, who 
resigned. 

A release from the governor’s office said 
Mr. Beamer was resigning to give full time 
to his law practice in South Ben 

Another appointment will be ane soon since 
George M. Barnard, New Castle, a member of 


the commission, has been nominated by Presi- 
dent Roosevelt for membership on the Inter- 
state Commerce Commission. This appoint- 
ment will become effective when approved by 
the United States Senate. 

Governor Schricker announced the appoint- 
ment of James D. Collins, Indianapolis, an ex- 
aminer in the motor vehicle department, to 
succeed Mr. Cannon. 

Mr. Cannon, the new member of the com- 
mission, is forty-one years old and has been 
engaged in the practice of law in Michigan 
City since 1927. He served as a joint state 
representative from Laporte and Starke coun- 
ties in the 1933 general assembly, was city at- 
torney at Michigan City from 1935 to 1939, 
and became director of the motor vehicle de- 
partment of the public service commission in 
January, 1941. 


Plans Postwar Program 


A POSTWAR improvement program that will 
cost in excess of $1,500,000 is being 
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planned by the municipally owned Citizens Gas 
& Coke Utility. 

Thomas L. Kemp, general manager, said one 
of the principal projects will be construction 
of a new distribution center at the old Langs- 
dale avenue plant, Indianapolis, which was 
pressed into service for needed wartime op- 
eration. A new battery of coke ovens is 
planned at the Prospect street plant, together 
with further extension of mains, as demands 


warrant, to territories in the county not already 
served, 

Mr. Kemp estimates gas consumption will 
not drop much more than 10 per cent after 
the war. 

Since Indianapolis took over the utility 
in 1935 gas consumption has increased from 
3,000,000,000 cubic feet to more than 7,000,- 
000,000, and gas mains have been increased 36 
per cent. 


a 
Kentucky 


Assents to Gas Pipe Line 


eo Wilson W. Wyatt of Louisville on 
September 1st filed with the state public 
service commission the city’s assent to con- 
struction by the Louisville Gas & Electric 
Company of a 65-mile gas pipe line by which 
the utility hopes to avert a shortage this win- 
ter by tapping a main from Texas for 10,- 
000,000 cubic feet daily at Calvary, in Marion 
county. 

In a letter transmitting the city’s assent, 
Mayor Wyatt reviewed factors leading to what 
LG&E has described as a desperate need for 
additional gas this winter if a crippling short- 


age is to be averted in Louisville during zero 
weather. 

The city not only assents to construction of 
the $886,000, 8-inch line, Mayor Wyatt wrote 
J. J. Greenleaf, chairman of the public service 
commission, but “wholeheartedly approves 
this, or any other means of preventing a disas- 
trous gas shortage.” The mayor cited evidence 
given at a hearing the previous week by Addi- 
son W. Lee, Jr., vice president of LG&E, that 
Louisville’s pro rata of gas from its main 
source of supply in east Kentucky not only is 
insufficient but that the 30-year-old transmis- 
sion line from it is inadequate to bring more 
to Louisville if it were available. 


Maryland 


Tax Plan Promised 


apts any agreement is made between the 
city and the Baltimore Transit Company 
in the controversy over the payment of taxes 
by the carrier under the old park-tax ordi- 
nance, it will be submitted to the city council 
for approval, Simon E. Sobeloff, city solicitor, 
announced recently. 

It was decided to submit any such agreement 
to the council, Mr. Sobeloff intimated, because 
the legislative body previously had taken a 
position in conflict with the administration on 
the subject. 

Mayor McKeldin, acting on Mr. Sobeloff’s 
advice, some time ago asked the council to ap- 
prove an ordinance declaring the transit com- 
pany in default of taxes, in which case the 
1932 park-tax reduction ordinance could have 
been used to place penalties on the company 
after a 6-month period. 

The council amended the measure to provide 
for submission of the matter to the courts for 
adjudication. Mr. McKeldin vetoed the amend- 
ed ordinance. The council, on a 15-to-4 vote, 
passed it again over his veto. The mayor then, 
on behalf of the municipality, gave the transit 
company the 6-month default notice. Since 
then the council has severely criticized the ad- 
ministration, hence the decision to submit any 
possible settlement of the dispute to the legis- 
lative body, it was said. 


The Baltimore Transit Company and the 
city of Baltimore on September 8th filed suits 
against each other in the circuit court in con- 
nection with their dispute over the amount of 
tax due the municipality from the transit con- 
cern for the years 1942 and 1943. The court 
action came as a surprise. 


Seeks Federal Aid 


Ee complement its investigation of power 
rates charged by the Consolidated Gas, 
Electric Light & Power Company, the state 
public service commission recently asked the 
Federal Power Commission to investigate and 
determine rates properly chargeable by two 
hydroelectric companies in Pennsylvania that 
sell power to the Baltimore utility, 

The two Pennsylvania firms, the Pennsyl- 
vania Water & Power Company and the Safe 
Harbor Water Power Corporation, operate 
electric generating plants along the Susque- 
hanna river, and supply a large amount of 
power distributed by the Baltimore utility. 

While members of the commission felt that 
it had the legal authority to undertake investi- 
gation of rates charged the local utility by the 
out-of-state producers of power, it was con- 
sidered too much of a job for its limited staff 
to press several major investigations simul- 
taneously. 

Although utility commissions of other states 
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have called upon the FPC to undertake like 
investigations in their behalf, this was said to 
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be the first request of its kind made by the 
Maryland commission. 


Ss 
Michigan 


Rate Appeal Filed 


T= Detroit Edison Company on August 
31st appealed a state public service com- 
mission order requiring it to cut its revenues 
by $10,450,000 during the rest of 1944. A bill 
of complaint filed in the Ingham Circuit Court 
at Lansing listed 27 reasons why the commis- 
sion’s order of August 4th was erroneous and 
wrongfully conceived. 

The company also asked for a hearing at 
which the commission would be asked to show 
cause why it should not be restrained from 
making the rate reduction effective. 

Circuit Judge Charles H. Hayden signed the 
order, setting the hearing for October 4th. 
Judge Hayden ordered the commission not to 
attempt to enforce the reduction order in the 
meantime. 

Prentiss M. Brown, chairman of the board 
of directors for the company, former United 
States Senator and former OPA Administra- 
tor, in a statement asserted that the Detroit 
Edison “must get court direction” as to where 
to pay the money. 

“Under present income tax laws, this $10,- 
000,000 is due the Federal government,” he 
said. “Two attempts have been made by the 
city of Detroit to divert the so-called excess 
profits taxes of the Detroit Edison—one by a 
rate reduction and the other by an excise tax. 
These two attempts have now collided with 
each other. 

“The commission’s recent order establishes 
the company’s rate of return at only 4.67 per 
cent on electric property alone — too low to 
be safe and lower for a utility company 
tax than any ever approved in Michigan or 


by the United States Supreme Court. 

“We do not agree with the commission’s 
findings as to the value of the property used 
in the business and a rate of return of 4.68 per 
cent is not enough to attract money to an elec- 
tric company. Neither can we understand why 
the order for a refund should ignore the ef- 
fect of the unsettled excise tax of the city of 
Detroit and other communities. We do not 
believe the tax valid, but the courts haven’t 
decided.” 

Charging that court action suspending the 
commission’s order was illegal, Detroit officials 
on September 8th called upon the commission 
to place the rate cut in effect. Paul E. Krause, 
corporation counsel, asserted Judge Hayden’s 
order was in violation of a 1929 statute re- 
quiring that the commission must receive notice 
and a hearing must be held before any of its 
orders may be suspended or stayed by injunc- 
tion. 

A letter signed on September 8th by Krause 
and James H. Lee, assistant corporation coun- 
sel in charge of utility matters, “urgently re- 
quests” the commission to take whatever ac- 
tion may be necessary to carry out the Edison 
rate cut order. Krause explained that this 
should take the form of a commission request 
to Judge Hayden to set his restraining order 
aside. 

Detroit Edison Company officials were re- 
ported being asked to post a bond of “more 
than $20,000,000” to protect the public during 
the lawsuit over the commission’s order. 
James W. Williams, assistant attorney general 
assigned to the commission, said company of- 
ficials had indicated willingness to post a bond, 
but the exact amount had not been decided. 


Minnesota 


FPC Authorizes Acquisition 


HE Federal Power Commission on Sep- 
tember 7th announced its order authoriz- 
ing the Otter Tail Power Company, Fergus 
Falls, (1) to acquire and merge with its fa- 
cilities subject to FPC jurisdiction Interstate 
Power Company’s facilities located in north- 
western Minnesota, and (2) to issue $1,500,000 
first mortgage bonds, 3 per cent series of 1974, 
and 12,901 shares of $4.25 dividend preferred 
stock. Otter Tail filed an application for the 
authorizations under §§ 203 and 204 of the 
Federal Power Act on July 20, 1944, and re- 
quested that hearing be waived. 
The commission’s order stated that Otter 
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Tail proposed to purchase from Interstate, un- 
der a contract dated June 26, 1944, all of the 
electrical and water properties constituting its 
Bemidji and Crookston districts in northwest- 
ern Minnesota, for a cash consideration of $3,- 
000,000 plus certain adjustments for current 
items. In order to obtain the necessary funds, 
Otter Tail proposed, the order continued, to 
issue and sell $1,500,000 first mortgage bonds, 
3 per cent series of 1974, and 12,901 shares of 
$4.25 dividend preferred stock, the balance to 
be obtained by using funds (approximately 
$225,000) available in its treasury. Otter Tail 
proposed to sell the bonds privately to several 
insurance companies at 101 per cent of the 
principal amount plus accrued interest and the 
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preferred stock for $101 per share. Expenses 
incident to the issuance of the proposed bonds 
and preferred stock were estimated at $17,- 
990; no underwriter’s or finder’s fees would 
be paid. 

Otter Tail reported, the order added, that 
the purchase price was substantially equal to 
the original cost as reported by Interstate to 
the FPC, plus subsequent capital additions, less 
depreciation accrued to the date of acquisition, 
and the actual value of the net current assets 
to be acquired. 

Discussing the effect of the transaction on 
the public interest, the FPC order stated that 
it would “tend to advance the integration and 
coordination of the facilities involved, and to 
improve service to the customers now supplied 
by Interstate.” 

The FPC authorization provided that it 
—_— expire unless acted upon within ninety 

ays. 


Agree on Original Cost 


T= Federal Power Commission on Sep- 
tember 5th announced its orders postpon- 
ing indefinitely the hearings previously set for 
September 8th in Washington, D. C., (1) to 
determine the actual legitimate original cost 
of the Winton hydroelectric project (Project 
No. 469), and (2) to reopen the record on mat- 
ters involved in the determination of the cost 
of the Blanchard project -(Project No. 346), 
Minnesota Power & Light Company, Duluth, 
licensee. 


As a result of a conference held on August 
16th and 17th between representatives. of the 
company and the FPC’s staff, agreement was 
reached as to the original cost of the Winton 
project as of July 31, 1924. The commission 
directed its secretary to submit to the com- 

pany for its acceptance a statement showing 
$1, 395,155.80 allowed as project cost and $25,- 
907.20 disallowed, as agreed upon in the con- 
ference. The company had claimed a total of 
$1,421,063 as cost of Project No. 469. The 
FPC has directed the company to submit with 
its acceptance and approval of the statement 
of cost, schedules showing the accounting dis- 
position it has made or proposes to make of 
the “disallowed” items aggregating $25,907.20. 
The Winton project is located on the Kawi- 
shiwi river connecting Garden lake and Fall 
lake in St. Louis and Lake counties, Minne- 
sota, and has an installed capacity of 5,000 
horsepower. 

At the August 16th and 17th conference 
representatives of the company and the FPC 
staff also reached an agreement, subject to the 
commission’s approval, with respect to a total 
of $232,356.41, representing Electric Bond and 
Share Company charges and Phoenix Utility 
Company fees claimed by the Minnesota Power 
& Light Company as part of the actual legiti- 
mate original cost of the Blanchard project 
as of May 31, 1927. The stipulation executed 
by the FPC staff members and company repre- 
sentatives showed $105,752.80 of the $232,- 
356.41 allowed as project cost and $126,603.61 
disallowed. 


Nebraska 


Court Sustains Price 


| pews Judge E. G. Reed on September 
lst confirmed the price findings of a spe- 
cial 3-judge court in the condemnation action 
brought by the city of Kearney against the 
Consumers Public Power District, through 
which the city seeks to acquire its electric dis- 
tribution system in Kearney. 

Judge Reed said he considered fair the con- 
demnation court’s figures of $7,795 for certain 
material, supplies, and fixtures, and $271,000 
for the distribution system, including sever- 
ance damages. The condemnation court’s find- 
ings provided that in the event the city volun- 
tarily ceases to buy electricity from Consum- 
ers within ten years, the city should pay an 
additional $25,000 severance damages to Con- 
sumers. 

The special judges hearing the condemna- 
tion action were L. S. Hasting, J. L. Tewell, 
and D. R. Mounts. 

Clarence Davis, Lincoln, Consumers’ attor- 
ney, said he would move for a new trial. 
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Plant Price Set 


Maye Bert Manning said recently General 
Manager V. M. Johnson of Consumers 
Public Power District had advised him 
Beatrice may purchase Consumers’ distribu- 
tion lines and generating plant in that city for 
$917,478 

Johnson advised him if the city will pay 
$664,132, it can have the distribution system 
without the generating plant, provided it makes 
a 10-year wholesale power contract with Con- 
sumers at a rate of 9.593 mills per kilowatt 
hour. 

In a letter to Manning, Johnson said the 
figures “are prices which it seems to me might 
be acceptable as a means of preventing the 
arising of any further controversy between the 
city of Beatrice and Consumers,” but that the 
figures do not, in his opinion, represent the true 
value of the properties. 

Johnson also advised Manning that Consum- 
ers’ directors do not wish to dispose of their 
property in Beatrice. 
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Bus Slash Bow to ODT 


HE elimination on September 16th of three 

of Cleveland City Transit System’s prin- 
cipal bus lines and the shortening of a fourth, 
which CTS officials ascribed to the critical 
shortage in automotive replacement parts, was 
reported actually to be a belated compliance 
with recommendations of the Office of De- 
fense Transportation. 

ODT has been urging the transit system for 
fully two years to take the drastic action that 
was announced on September Ist, but CTS 
made no move to comply until it was told that 
the continued operation of bus lines whose 
patrons could use streetcars if necessary would 
jeopardize the system’s chances of getting a 
high priority to obtain 100 new coaches which 
it has on order. 

Walter J. McCarter, general manager, 
pointed out the curtailment would free 69 
busses for service on other lines on which 
equipment is deteriorating faster than it can 
be replaced. In August, an average of 94, over 
20 per cent, of the system’s 428 busses were 
laid up for repairs. In August, 1943, the aver- 
age number out for repairs was 33, and in 
August, 1942, 19. 


Rate Reduction Proposed 


A ordinance proposing a $2,261,422 annual 
reduction in electric rates charged by 
Cincinnati Gas & Electric Company was re- 


Rate Slash Announced 


Pees J. Howard McGrath on Septem- 
ber 7th announced a reduction in Narra- 
gansett Electric Company rates, effective Oc- 
tober Ist, which he said would mean an annual 
saving of approximately $450,000 to consum- 
ers. The saving would be split, roughly, he 
said, about two-thirds to domestic users and 
one-third to commercial and small power cus- 
tomers. 

The announcement by the governor was co- 
incidental with the appearance of officials of 
the company before the Securities and Ex- 
change Commission in Philadelphia, in con- 
nection with the Narragansett Electric Com- 


THE MARCH OF EVENTS 


Ohio 


Rhode Island 


cently reported ready for consideration by the 
city utilities committee. Cincinnati Gas & 
Electric is an operating company in the Colum- 
bia Gas & Electric Corporation system. 

The ordinance was prepared by the city 
solicitor’s office under direction of the chair- 
man of the council’s utilities committee and 
was said to be based on figures calculated by 
the city utilities division from excess profits 
taxes by Cincinnati Gas & Electric Company. 

The present city ordinance governing electric 
rates expires September 28th. The city utilities 
director said a further extension beyond that 
date might be necessary. 

In a petition. recently filed with the state 
public utilities commission, the Cincinnati Gas 
& Electric Company challenged the validity 
of the new gas rate ordinance passed by the 
city council on May 3lst. 

The new ordinance provided for a 5 per cent 
cut in consumers’ rates by $400,000 annually. 
The company challenged the ordinance on 
grounds that the city in changing its rates 
sought to compel it to discontinue furnishing 
mixed gas and to substitute natural gas. Also 
pending before the commission is a protest 
against the new rate schedule which the com- 
pany contends is unreasonable. 

If the commission should sustain the city, 
the company has indicated it would take the 
case to the courts. 

The company has established a fund to pay 
overcharges should the lower gas rate be 
established. 





pany’s application to refund a bond issue. 

Officials of the company said the reduction 
for domestic consumers would average about 
6 per cent, but that the exact reduction in in- 
dividual bills would range above and below 
this average figure, depending on the amount 
‘of electricity used. 

The reduction was the outgrowth of nego- 
tiations which have involved the company, the 
state, and the Federal Power Commission, 
which is continuing its study of the company’s 
financial structure. 

The governor also disclosed that within the 
past six months the company had made an ad- 
justment effecting savings to commercial and 
power customers of approximately $200,000. 


* 


Tennessee 


FPC Receives Application 


HE Federal Power Commission on Sep- 
tember 5th announced its receipt of an ap- 


plication filed under § 7 of the Natural Gas 
Act, as amended, by the Tennessee Natural 
Gas Lines, Inc., Chattanooga, for a certificate 
of public convenience and necessity to con- 
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struct and operate facilities to make natural 
gas available to the city of Nashville. 

The applicant’s proposed pipe-line system 
would consist of a 10%-inch line originating at 
a point of connection with the Tennessee Gas 
& Transmission Company’s facilities near 
Ashland City, and extending a distance of 
about 17 miles to Nashville. The Tennessee 
Gas & Transmission Company has agreed to 
supply natural gas at reasonable prices and in 
sufficient quantity to enable applicant to serve 
its proposed initial market, the application 
added. The estimated total cost of the project 
was $385,977 and the applicant proposes to 
finance the construction through the issuance 
and sale of securities. 


Explains FPC Action 


A FEDERAL Power Commission hearing on a 
Memphis Natural Gas Company applica- 
tion to enlarge its facilities from Memphis to 
Monroe, Louisiana, continued in Memphis 
early this month with the principals informed 
of possible new legislation in the natural gas 
field. Frank A. Hampton, chief trial examiner, 
announced that the FPC soon would begin pub- 
lic hearings for information “to aid in the en- 
forcement of the Natural Gas Act and... to 
serve as a basis for possible recommendations 
to the Congress for further legislation.” 

Mr. Hampton also took cognizance of 
charges that the FPC had overstepped its au- 
thority in dismissing the company’s first peti- 
tion on grounds that “use of gas should be lim- 
ited to domestic, commercial, and superior in- 


dustrial uses”—which would bar gas for firin 
boilers. He said there was no intention of 
using the Memphis Case to take any new juris- 
dictional steps on any broad question of na- 
tional policy. 

A move was subsequently made to have the 
testimony of Governor James H. Davis, of 
Louisiana, stricken from the records of the 
FPC hearing. Davis appeared before the hear- 
ing on September 9th to protest the application 
of the Memphis Natural Gas Company. 

The governor attacked what he called “un- 
restrained and indiscriminate withdrawals of 
natural gas from its reservoirs by pipe-line 
companies, for all types of use, inferior as well 
as superior.” 

Edward P. Russell, attorney for the com- 
pany, on September 12th asked that the gov- 
ernor’s entire testimony be deleted. He argued 
the state legislature “alone has the right to 
declare the policy of the state of Louisiana.” 

The company also insisted that the FPC was 
not authorized to dictate the uses to which gas 
may be put. 

Trial Examiner Glen R. Law announced 
motions to exclude Davis’ testimony would be 
taken under advisement. 

Louisiana, Arkansas, Mississippi, the Kansas 
State Corporation Commission, the United 
Mine Workers, and the railroad brotherhoods 
opposed the application. Tennessee, Texas, 
and the independent natural gas association 
favored it. 

David Heath, assistant attorney general 
representing the Texas commission, said it was 
felt FPC had gone outside its jurisdiction. 


Virginia 


Commissioner Appointed 


(7 Colgate W. Darden, Jr., of Vir- 
ginia on August 30th appointed State 
Senator Robert O. Norris, Jr., of Lively a 
member of the Virginia State Corporation 
Commission, to succeed the late Thomas W. 
Ozlin, who was elected for a new term by the 
state general assembly last January and 
served only a few months. Mr. Norris was im- 
mediately sworn in. 

As a new law, enacted early this year, limits 
the power of the governor to make appoint- 
ments normally made by the general assembly, 


the governor delayed the appointment until he 
could get an opinion from the state attorney 
general as to his authority. The attorney gen- 
eral held that the new law contravenes the state 
Constitution. 

To get an authoritative ruling on this point, 
it has already been arranged that Mr. Norris 
will claim salary for one day, August 31st, the 
state comptroller will decline to issue a war- 
rant on the state treasurer for the salary, and 
then Mr. Norris will institute proceedings be- 
fore the supreme court of appeals to compel 
the comptroller to issue the warrant, it was 
reported. 


Washington 


Light Rates Cut 


pe state department of public service re- 
cently announced the Pacific Power & 
Light Company had been authorized to reduce 
its rates for municipal street lighting in 
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Yakima, Walla Walla, and other communities 
in southeastern Washington. 

The rate reduction applies to street lighting 
of all types, and will result in annual savings 
of $25,000 to municipalities affected, the de- 
partment said. 
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The Latest 
Utility Rulings 


Prudent Investment Adopted As Measure 


Of Rate Base 


HE order of the Arkansas Depart- 

ment of Public Utilities requiring 
rate reductions by the Arkansas Power 
& Light Company provides for account- 
ing adjustments in accordance with the 
department’s Uniform System of Ac- 
counts, establishes a rate base, fixes the 
annual allowance for return at 6 per cent, 
and allows for maintenance and deprecia- 
tion a lump sum plus 3 per cent per an- 
num of net additions. Prudent invest- 
ment rather than either original cost or 
estimated reproduction cost was given 
major consideration in determining the 
rate base. 

The department disagreed with advo- 
cates of original cost as a rate base who 
contend that all arm’s-length profits 
made by the dedicating owner or any 
subsequent owner should be eliminated 
from consideration, upon the theory that 
such profits represent “intangibles” 
which should not be recognized in the 
rate base, It was said in part: 

A. T. Hadley, as quoted by Webster’s In- 
ternational Dictionary, 1937 edition, under 
its definition of value, states : “The commer- 
cial or competitive theory bases value upon 
what the buyer is willing and able to offer 
for an article. The socialistic theory bases 
value on what the article has cost the seller 
in the way of toil or sacrifice.” 

Our institution and economy were orig- 
inated and developed under the commercial 
or competitive theory commonly referred to 
as private enterprise. The protagonists of 
the socialistic concept advance interesting 
arguments, some of which blindly ignore 
human nature elements—for their position. 
However, until the majority of our people 
have been convinced of the soundness of 
their views, and until the socialistic concept 
has been adopted into our government and 
economy, our actions and procedures should 
be based upon the commercial or competitive 
theory. 

There is another inherent fallacy in the 
original cost concept when considered as a 
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measure for determining the value of a rate 
base. It is this: Costs—original or other- 
wise—are incurred; only value is trans- 
ferred. If original cost cannot be trans- 
ferred, why should it be given any greater 
significance than that of its original pur- 
pose; namely, in accounting control ? 


The present integrated system con- 
sisted originally of small, separately op- 
erated, and scattered plants and systems. 
They had been acquired at prices in ex- 
cess of original cost in order to organize 
a new enterprise. The investment ap- 
peared to be prudent, and it was said that 
to deprive the company of its investment 
after the benefits of the plan had been 
realized and enjoyed by the public for 
more than twenty years would deprive 
the company of its property without due 
process. 

The department refused to give domi- 
nant consideration to reproduction cost 
because labor and labor overhead prices 
used in the appraisal were based to a 
large extent on the company’s experi- 
ence, while it was the department’s 
opinion that the costs as developed were 
not representative of the costs which 
would be experienced in wholesale con- 
struction. Witnesses admitted that 
equally competent engineers would vary 
from 5 to 10 per cent in reproduction cost 
appraisals. This, in the opinion of the 
department, would amount to a variation 
of estimates so great as to discredit their 
value as accurate estimates of a rate 
base. Another objection to reproduction 
cost was that the rate base would be in a 
constant state of flux. 

The prudent investment standard was 
said to be founded on sound economic 
and legal principles. Although the de- 
partment felt that it was not justified in 
adopting prudent investment as_ the 
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fixed formula for determining the rate 
base, it was of the opinion that the 
amount prudently invested was the most 
equitable measure for the determination 
of the rate base, or of fair value. 

Both in accounting and rate base deter- 
minations the department excluded 
“write-ups” and “stock-watering trans- 
actions” not representing existing value. 
An affiliated company acting in a fidu- 
ciary capacity in acquiring properties 
and turning them over to the operating 
company, according to the department, 
should not be permitted to obtain a 
profit. 

The department, however, did not be- 
lieve that an item should be stricken 
from the record merely because it is 
classified by an accountant as an intan- 
gible asset. It had been urged that in- 
tangibles should be amortized and elimi- 
nated from the capital account. But the 
department, it was said, could not legis- 
late away existing rights, destroy values, 
or adjudicate rights and interest between 


persons under the guise of compelling 
uniform or more informative recording 
and reporting. The provisions of the 
Uniform System of Accounts, it was 
said, were designed to preserve rather 
than destroy evidence of cost incurred as 
the result of an arm’s-length transac- 
tion. It was concluded on this question: 


Common ownership of these separate 
properties was necessary before integration 
was possible. Since Electric could not have 
purchased these going businesses and prop- 
erties at their original cost, the amount paid 
for the properties, in excess of that figure, 
must be treated as a part of the cost of the 
entire integrated system, including the cost 
of all acquired intangibles. The question 

‘for determination, therefore, is whether cost 
of the right to integrate those going con- 
cerns and properties and to acquire the gross 
businesses, the customers, and other intan- 
gible values acquired and exercised under 
the circumstances here in evidence, is an as- 
set of such value, or such an increment to 
value, as to justify this cost. 


Re Arkansas Power & Light 
(Docket No. 225). 


Co. 


e 


Water Right Values Excluded in Water Rate Case 


7 Utah commission, in determin- 
ing the rate base of a water com- 
pany, held that under Utah law no 
amount should be included for water 
rights separate and apart from the value 
of the land on which wells were located 
and the cost of procuring the water. The 
evidence indicated that there was no 
shortage of underground water in the 
area served by the utility. On the other 
hand, there was an abundance of unap- 
propriated underground water in the vi- 
cinity. 

There was no evidence that the 
flow of the wells had been interfered with 
by the drilling of other wells, and the 
company apparently had never had to 
seek to enjoin others from drilling. 

All waters in the state, whether above 
or under the ground, are declared by 
statute to be the property of the public, 
subject to all existing rights to the use 
thereof. The statutes provide that bene- 
ficial use shall be the basis, the measure, 
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and the limit of all rights to the use of 
water in the state. In the light of these 
statutes and the evidence, the commis- 
sion did not believe that the company 
had established that there should be in- 
cluded any amount for its right to the 
beneficial use of the water. 

Allowance was made for working capi- 
tal sufficient to cover materials and sup- 
plies and cash equal to one month aver- 
age operating expenses exclusive of de- 
preciation and taxes. The commission 
said there was ample authority from 
other jurisdictions to sustain the view 
that under circumstances where a utility 
bills and collects revenues in advance, no 
allowance is necessary for cash working 
capital, but the commission decided to 
resolve any doubts in the company’s fa- 
vor and make such an allowance. 

The rate of return was fixed at 7 per 
cent, which the commission believed was 
“very generous to the company.” 

Administrative salaries and directors’ 
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fees, which had increased substantially 
since 1936, were held to be excessive 
and a reduced allowance was made for 
this expense. For the past three years 
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management and directors’ fees had 





amounted to more than 30 per cent of 
total operating revenues. Re Pleasant 
Green Water Co, (Case No. 2696). 


e 


Income from Depreciation Reserve Fund Regulated 
By General Order 


HE Missouri commission, after set- 

ting aside General Order No. 38, to 
which objections had been made, pro- 
mulgated General Order No. 38-A to 
control the treatment of income from de- 
preciation reserve funds of public utili- 
ties. 

It appeared from reports and 
studies that the companies were not fully 
complying with the provisions of § 5656, 
Rev Stat Mo 1939, in that the income 
from the investments of moneys in their 
depreciation reserve funds which per- 
tained to property in Missouri was not 
being credited to, and carried in, such 
funds, and that telegraph, telephone, and 
heating utilities were not fully complying 
with similar provisions of § 5680. 

The commission was therefore of the 
opinion that unless good cause could be 
shown to the contrary, it should order 
all such utilities to commence on Janu- 


ary 1, 1943, to credit to and carry in the 
respective depreciation reserve fund of 
each the income thereon and to reduce 
the annual charges to operating income 
for depreciation by the amount of such 
income. It appeared that the utilities had 
their depreciation funds invested in 
plant, securities, or other properties and 
were deriving income from such invest- 
ments which they should credit to, and 
carry in, the depreciation fund. 

In order that the commission might 
verify the income from such funds, the 
companies were required to file a sworn 
statement showing the income for the 
year ended July 31, 1944, and to file 
with such sworn statement a copy of 
the balance sheet as of July 31, 1944, 
and an income statement showing income 
from all sources for the year ended July 
31, 1944. Re General Order No. 38-A, 
Relating to Depreciation Reserve Fund. 


e 
Agreement Dividing Territory Held Invalid 


| tee companies have no lawful 
right to divide between themselves 
territory in which each will render a 
utility service. In accordance with this 
principle the Arizona commission denied 
approval of a stipulation entered into be- 
tween electric companies assuming to 
divide the territory within which each 
company should operate within the Yuma 
area. 

The Yuma Light, Gas & Water 
Company, predecessor of the Arizona 
Edison Company, had commenced oper- 
ations in Yuma in 1892 and was there- 
fore exempt from the provisions of a 
subsequent statute requiring a certificate 
of convenience and necessity. It operated 
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for many years exclusively within the 
city limits of Yuma, 

Appeals were later made to the com- 
pany for expansion into surrounding 
agricultural areas, but these were refused 
and a certificate was granted to prede- 
cessors of the California Electric Power 
Company authorizing the establishment 
and operation of an electric utility to 
meet the growing farm needs. Later the 
city extended its corporate limits a num- 
ber of times, and the conditions there- 
fore were different. 

Since the commission had never ap- 
proved the stipulation to which refer- 
ence had been made, it followed, said 
the commission, that it never had and did 
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not have any validity. The commission 
recognized that the Arizona Edison 
Company had lawfully operated in the 
city of Yuma and certain sections of 
Yuma county for many years and that in 
the public interest it should be permit- 
ted to extend its operations and service 
to territory within and without the city 
in the ordinary course of business. The 
commission granted authority for oper- 
ation by the California Electric Power 
Company subject to that right and sub- 


ject to the restriction that existing serv- 
ice should not be duplicated by the Cali- 
fornia Company. 

The commission declared that both 
companies were presently serving in the 
field and that each company was entitled 
to continue service, expanding the same 
into areas as the normal growth of each 
utility and the needs of the public justi- 
fied such expansion. Re California Elec- 
tric Power Co. (Docket No. 8882-E-909, 
Decision No. 14956). 


7 


No Further Action by Commission Required When 
Utility Obtains Renewal Franchise 


7. Missouri commission dismissed 
an application by an electric com- 
pany for permission and approval to ex- 
ercise the rights and privileges and to 
assume the obligations arising under a 
renewal franchise granted by a town on 
the ground that the commission had no 
jurisdiction to approve or disapprove a 
franchise and that the certificate orig- 
inally granted to the company was suff- 
cient. A franchise had been granted in 
1924 and expired in June, 1944, A cer- 
tificate of convenience and necessity of 
unlimited duration was granted in 1924. 

Missouri statutes provide that no elec- 
tric corporation shall begin construction 
of an electric plant without first having 
obtained the permission and approval of 
the commission. They also provide that 
no such corporation shall exercise any 
right or privilege under any franchise 
“hereafter granted” without first having 
obtained the permission and approval of 
the commission. Before such certificate 
shall be issued the company is required 
to file a certified copy of its charter with 
a verified statement showing that the re- 
quired consent of the proper municipal 
authorities has been obtained. 

The commission pointed out that the 
statute required permission and approval 
of the commission before such a cor- 
poration “shall exercise any rights or 
privilege under any franchise” granted 
after the effective date of the statute, but 
it was observed that there was nothing 
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in this statute which expressly or im- 
pliedly conferred upon the commission 
any authority or jurisdiction to approve 
or disapprove any municipal franchise 
or to entertain any issue respecting a 
franchise. The only concern of the com- 
mission under the law, it was said, is 
whether or not the corporation has the 
required consent or franchise and not 
its provisions. The commission said: 


A mere cursory study of this statute, as 
interpreted by the decisions of our supreme 
court, shows the clear purpose of the law 
is to leave the granting of municipal fran- 
chises to local authority unhampered by 
any restraints or limitations from this com- 
mission, and the omissions from the statute 
show a clear design not to confer upon this 
commission any right to approve or to dis- 
approve the terms and conditions of a mu- 
nicipal franchise. Such power, if conferred 
upon this commission, might result in an in- 
tolerable condition, if we should, in passing 
upon a franchise, undertake to suggest, or 
to impose, terms which would not be agree- 
able to both contracting parties—the mu- 
nicipality and the utility corporation. 

We are also convinced that the power 
given to this commission to impose such 
conditions as it may deem reasonable and 
necessary (second sentence, Part 4) refers 
only to the certificate of convenience and 
necessity granted and not to the municipal 
franchise. 


It might be argued, said the commis- 
sion, that inasmuch as the applicant de- 
sired to exercise the rights and privi- 
leges of the 1944 franchise, it must have 
new permission and approval from the 
commission, but it was the opinion of the 
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commission that the certificate granted in 
1924, of unlimited duration, evidenced 
the permission and approval of the com- 
mission for the company to operate in 
the town and such certificate covered all 


renewals of the underlying 1924 fran- 
chise upon which the 1924 certificate was 
bottomed, including the 1944 franchise. 
Re Ozark Utilities Co. (Case No. 10,- 
459). 


e 


Deductions from Charges for Dump Truck Work for 
Social Security and Other Purposes 


HE Washington Department of 

Public Service, after investigating 
deductions from full tariff charges for 
dump truck work by common carriers, 
ordered that truck operators might per- 
mit their shippers (contractors) to de- 
duct salaries paid to drivers of dump 
truck operators by the contractors for 
the account of such operators and 
amounts paid by contractors for the ac- 
count of such operators for social secur- 
ity, unemployment compensation, indus- 
trial insurance, and medical aid fees to 
the proper governmental agencies. 

The commission ordered, however, 
that amounts deducted should not exceed 
the payments which the truck operators 
would themselves be required to pay to 
governmental agencies, No amounts are 
to be deducted from tariff rates for book- 
keeping or payroll services involved. 

The practice of having the contractor 
handle these payments was said to be so 
well established and contained so many 


benefits to both the truck operator and 
the contractor that it would be unwise 
to disturb it in any manner. But criti- 
cism was made of one construction com- 
pany which made deductions to cover 
bookkeeping or payroll services in- 
volved, 

It was ruled that to permit such 
deductions would give this shipper an 
undue advantage and discriminate in its 
favor. This could not be permitted as it 
was contrary to law. 

The commission also exempted com- 
mon carriers holding permits authorizing 
dump truck operations from compliance 
with the provisions of Rule 71 of the 
Rules and Regulations Governing Mo- 
tor Freight Carriers so far as that rule 
requires reports to the department of 
substitute compensation in lieu of pay- 
ment in cash for full tariff charges. Re 
Deductions from Tariff Charges for 
Dump Truck Work by Common Car- 
riers (Cause No. FH-7795.) 


e 


Licenses Denied for Continuance of Rights 
At Unused Water-power Project 


PPLICATIONS by Southern Ohio Pub- 

lic Service Company for annual 
licenses for a water-power project situ- 
ated on lands of the United States along 
the Muskingum river, a few hundred 
feet downstream from United States 
Navigation Dam No. 10, at the city of 
Zanesville, Ohio, were denied by the 
Federal Power Commission where the 
only purpose to be achieved was to at- 
tempt to preserve so-called water rights 
at the project site. The commission said 
it had previously held that monopoliza- 
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tion of rights of priority to a water- 
power site on a navigable water of the 
United States is not in harmony with 
the intent of the Federal Power Act. 

A license for the project had originally 
been issued in 1925 for a 5-year period. 
Thereafter annual licenses were issued, 
the last one expiring May 1, 1939. Ap- 
plications for annual licenses were there- 
after filed and the commission investi- 
gated the physical condition of the works. 

Neither the original license nor subse- 
quent annual licenses, said the commis- 
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sion, created vested rights. The hydro- 
electric generating plant in 1925 was not 
in the best of condition and continued to 
deteriorate as the years. passed. A steam- 
electric generating plant was located in 
the same building, but this was discon- 
tinued in 1930. Operation of the hydro- 
electric plant was discontinued in 1934. 
Witnesses differed as to recommenda- 
tions for reconstruction of the plant. 
Under war conditions it was believed 


equitable that the company should be al- 
lowed one hundred twenty days from the 
date of its receipt of the order to remove 
all buildings and machinery belonging to 
it and to restore the lands of the United 
States as nearly as possible to their orig- 
inal condiition, although leases issued by 
the United States provided for removal 
within sixty days. Re Southern Ohio 
Public Service Co. (Opinion No. 116, 
Project No. 415). 


e 


Accounting for Partially Used Property 


F penal requirements were pre- 
scribed by the New York commis- 
sion for Producers Gas Company in a 
decision wherein the following state- 
ment was made concerning partially used 


property : 


Under ruling of the commission and the 
provisions of the Uniform System of Ac- 
counts, Gas Plant in Service may include 
the original cost of units of property which 
are partially used and useful in utility op- 
erations, when the portion so used is not 
separable from that which is not used and 
useful. When a rate question is involved and 
it becomes necessary to determine as of 


some future date the original cost of the used 
and useful property, there must be deter- 
mined what proportion of such property is 
to be considered used and useful; but until 
that question arises property which is par- 
tially used and useful and is not separable 
may be included in the account. Further, 
it may be that some of the property which 
is not used and useful may at some future 
time become wholly or partially used or use- 
ful. 
If such is the case, and a rate ques- 
tion is involved, there again must be deter- 
mined what proportion of the property is to 
be considered used and useful. 


Re Producers Gas Co. (Case No. 9836). 


e 


Other Important Rulings 


HE supreme court of Minnesota 

held that a municipality does not 
incur a general obligation or debt by 
purchasing property to be paid for wholly 
out of income or revenue to be derived 
from the property purchased; that no 
general obligation or debt is incurred by 
agreeing to pay for an addition or im- 
provement to a utility plant already 
owned by it out of the income or reve- 
nue; and that a covenant by a munici- 
pality to maintain existing utility rates 
to assure to holders of warrants payment 
thereof out of income does not create a 
general obligation or debt. Struble v. Nel- 
son et al. 15 NW (2d) 101. 


The Michigan commission held that 
it is without power or authority to require 
railway companies to furnish free uni- 
forms to passenger trainmen. Woodward 
v. Pere Marquette Railway Co. (D- 
3409-2). 


The Wisconsin commission, in fixing 
rates for fire protection service of a 
municipal water utility, allowed 14 per 
cent of gross plant for depreciation ex- 
pense and assumed a 5 per cent return 
in order to make a cost allocation between 
fire protection service and other speci- 
fied service. Re Village of Potosi 
(2-U-1975). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE DERBY GAS & ELECTRIC CORP. 


CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Derby Gas & Electric 
Corporation et al. 


Docket No. 7527 
August 2, 1944 


Fans ne by holding company for approval of proposed 

exercise of control over gas and electric company and ap- 

plication of gas and electric company for approval of issuance 
of common stock; applications granted. 


Consolidation, merger, and sale, § 23 — Grounds for approval — Economy and 
efficiency — Holding company controi. 
1. Approval should be granted for the proposed exercise of control by a 
holding company over a gas and electric company, pursuant to the provi- 
sions of subparagraph (f) of § 1414c of the Cumulative Supplement to 
the General Statutes of Connecticut (Revision of 1930), when the territory 
served by the gas and electric company is contiguous to territory served by 
a gas and electric subsidiary of the holding company, where both companies 
purchase current from another company in varying amounts, where with 
the installation of additional generating capacity and construction of trans- 
mission lines the present subsidiary will be in position to supply all the 
requirements of both companies (thereby effecting economies in the cost of 
power), where economies can be effected in the matter of personnel, and 
where there will be a more balanced distribution of electricity among differ- 
ent classes of customers by reason of interconnection—these matters of 
economy being in the public interest, p. 262. 


Security issues, § 82 — Grounds for approval — Improvement in capital structure. 
2. A gas and electric company about to be acquired by a holding company 
should be authorized to issue additional shares of common stock to obtain 
funds to redeem preferred stock and outstanding callable bonds, in view of 
the consequent improvement in the capital structure of the company and in 
view of the otherwise unchanged financial position of the company, p. 262. 


Consolidation, merger, and sale, § 13 — Approval of holding company control — 
Stock acquisition prior to statutory requirements. 

3. Approval was granted, pursuant to subparagraph (f) of § 1414c of the 
Cumulative Supplement to the General Statutes of Connecticut (Revision 
of 1930), for the exercise of authority and control by a holding company 
over two presently owned operating subsidiaries, although the stocks of 
these corporations had been acquired prior to the passage of such statutes 
and, accordingly, approval did not seem necessary, p. 262. 


¥ 
By the CoMMISSION: is a corporation organized under the 
laws of Delaware and is a registered 
Approval holding company under the Federal 


Derby Gas & Electric Corporation Public Utility Holding Company Act 
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of 1935. It owns the outstanding 
shares of stock of The Derby Gas and 
Electric Company and The Walling- 
ford Gas Light Company, both of 
which are public service corporations 
organized under the laws of Connect- 
icut and, as such, are subject to reg- 
ulation by the Public Utilities Com- 
mission of Connecticut. The Derby 
Gas and Electric Company is engaged 
primarily in the generation, distribu- 
tion, and sale of electric energy and 
manufactured gas, furnishing both 
electricity and gas in the towns of 
Derby, Shelton, and Ansonia, Con- 
necticut. The Wallingford Gas Light 
Company furnishes manufactured wa- 
ter gas in the town of Wallingford, 
Connecticut. In addition, Derby Gas 
& Electric Corporation owns the out- 
standing shares of capital stock of The 
Derby Gas and Electric Corporation 
of Connecticut which is inactive as a 
corporation. 

Derby Gas & Electric Corporation 
filed with the Commission a detailed 
application, dated June 20, 1944, from 
which it appears in part that it pro- 
poses to acquire certain securities of 
The Danbury and Bethel Gas and 
Electric Light Company from Cities 
Service Power & Light Company, 
which is also a registered holding 
company under the Federal Public 
Utility Holding Company Act of 
1935. The securities of The Dan- 
bury and Bethel Gas and Electric 
Light Company which Derby Gas & 
Electric Corporation would acquire 
under its application are as follows: 

(a) 24,000 shares of common stock 
of the par value of $25 per share rep- 
resenting all of the issued and oiut- 
standing common stock of The Dan- 
bury and Bethel Gas and Electric 
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Light Company, approximately 60 per 
cent of the total voting power of all 
of said Danbury Company’s issued 
and outstanding capital stock ; 

(b) 175 shares of 7 per cent cumu- 
lative preferred stock of the par value 
of $25 per share, representing approxi- 
mately 44/100 per cent of the total 
voting power of all of said Danbury 
Company’s issued and outstanding 
capital stock, there being 16,000 shares 
of such preferred stock now outstand- 
ing; 

(c) Two 6 per cent demand notes 
in the respective amounts of $367,000 
and $12,000 dated respectively De- 
cember 31, 1937, and January 27, 
1938. 

The Danbury and Bethel Gas and 
Electric Light Company is a public 
service corporation organized under 
the laws of Connecticut and authorized 
to engage in the purchase, transmis- 
sion, distribution, and sale of electric 
energy in the towns of Danbury, 
Bethel, Newtown, and _ Brookfield, 
Connecticut, and in the production, 
distribution, and sale of gas in the 
towns of Danbury and Bethel, Con- 
necticut. It is subject to regulation 
by the Public Utilities Commission of 
the state of Connecticut. 

The Danbury and Bethel Gas and 
Electric Light Company propose to is- 
sue and sell to Derby Gas & Electric 
Corporation 40,000 shares of its com- 
mon stock, at the par value of $25 
per share, the proceeds of which will 
be used to redeem all of the Danbury 
Company’s preferred stock and to re- 
deem all of the Danbury Company’s 
outstanding callable bonds. The Dan- 
bury and Bethel Gas and Electric 
Light Company joined in the filing of 
the application by Derby Gas & Elec- 
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tric Corporation for the sole and 
limited purpose of requesting the Com- 
mission’s approval to the issuance and 
sale of its common stock as aforesaid 
in accordance with subparagraph (c) 
(2) of § 1414c of the Cumulative 
Supplement to the General Statutes. 

Derby Gas & Electric Corporation 
represented in its application that it 
believed ‘“‘substantial economies would 
result from the proposed acquisition 
by Derby Gas & Electric Corporation 
of the securities of The Danbury and 
Bethel Gas and Electric Light Com- 
pany and the consequent common con- 
trol by Derby Gas & Electric Corpora- 
tion of The Danbury and Bethel Gas 
and Electric Light Company and Der- 
by’s present two operating subsidiary 
companies and that such acquisition 
and control would be in the public in- 
terest.” It, therefore, requested the 
approval of the Commission under 
subparagraph (f) of said § 1414c of 
the Cumulative Supplement to the ex- 
ercise of control over The Danbury 
and Bethel Gas and Electric Light 
Company resulting from the proposed 
acquisition by Derby Gas & Electric 
Corporation of the securities of the 
Danbury Company from Cities Serv- 
ice Power & Light Company, as set 
forth above. Subparagraph (f) of 
§ 1414c reads as follows: 

“As used in this subsection, ‘hold- 
ing company’ shall mean any corpora- 
tion, association, or person which, 
either alone or in conjunction and pur- 
suant to an arrangement or under- 
standing with one or more other cor- 
porations, associations, or persons, di- 
rectly or indirectly, controls a gas, 
electric, or water company. No gas, 
electric, or water company, or holding 
company, or any official, Board, or 
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Commission purporting to act under 
any governmental authority other than 
that of this state or of its divisions, 
municipal corporations, or courts, shall 
interfere with or attempt to interfere 
with or exercise authority or control 
over any gas, electric, or water com- 
pany incorporated by this state and 
engaged in the business of supplying 
service within this state, or with or 
over any holding company incorporat- 
ed by this state and doing the prin- 
cipal part of its business within this 
state, without having first obtained the 
approval of the Commission, except 
as the United States may properly 
regulate actual transactions in inter- 
state commerce. Any action contrary 
to the provisions of this subsection 
shall be voidable on order of the Com- 
mission.” 

Subsequent to the hearing referred 
to below and under date of July 24, 
1944, the parties to the joint applica- 
tion filed an amendment to the ap- 
plication, called Exhibit A which ex- 
hibit is an amendment of the contract 
dated May 26, 1944, between Derby 
Gas & Electric Corporation and Cities 
Service Power and Light Company 
made a part of the joint application. 
The amendment dated July 24, 1944, 
relates to liquidated damages in the 
event, for the reasons stated in the 
contract as amended, the contract of 
sale and purchase should not be car- 
ried out. For the purposes of pass- 
ing upon the joint application the 
amendment does not appear to be one 
of substance. 

Details of the joint application, as 
amended, and the exhibits accompa- 
nying the same are on file with the 
application in the office of the Com- 
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mission and to some extent are supple- 
mented in the finding below. 

A hearing on the above-entitled ap- 
plication was assigned to be held at 
the office of the Commission in Hart- 
ford on Friday, July 7, 1944. Notice 
of the pendency of the application and 
of the time and place of hearing same 
was given to the applicants, to the 
towns of Danbury, Bethel, Newtown, 
Brookfield, Derby, Ansonia, Shelton, 
and Wallingford, and public notice 
thereof was given by advertisement 
in the Danbury News-Times, Ansonia 
Sentinel, and the New Haven Register, 
newspapers having a circulation in 
the territory affected by the applica- 
tion, all as on file appears. At said 
time and place the following appear- 
ances were made: 

Harold E. Drew, Counsel, for the 
Derby Gas & Electric Company; 
Richard Jones, Michael G. Jerome, 
M. L. Sindeband, Chairman of Board, 
and Harold R. Bacon, President, for 
Derby Gas & Electric Corporation; 
Henry C. Wilson, James L. Stone, 
President, Herman N. Beckett, Treas- 
urer, and J. A. Strozier, Vice Presi- 
dent, for the Danbury and Bethel Gas 
and Electric Company. 

The base purchase price to be paid 
by Derby Gas & Electric Corporation 
to Cities Service Power & Light Com- 
pany for the securities of the Dan- 
bury Company, set forth above, is 
$1,450,000, subject to the following 
adjustments : 

(a) plus an amount equal to the 
accrued and unpaid interest up to and 
including the closing date on the two 
promissory notes of the Danbury 
Company ; and 

(b) plus an amount equal to the un- 
paid dividends up to and including the 
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closing date (which amount shall be 
prorated for periods of less than one 
month) on 175 shares of the Danbury 
Company’s preferred stock; and 

(c) plus an amount equal to the un- 
distributed net income of the Danbury 
Company (as hereinafter defined) 
from February 29, 1944, up to and 
including the closing date. 

“Undistributed net income” was de- 
fined in Exhibit A of the application 
to mean “the total amount of net in- 
come from February 29, 1944, up to 
and including the closing date as 
shown by the books of the Danbury 
Company and computed in accordance 
with its present accounting practice 
but after deducting therefrom an 
amount equal to the aggregate of (a) 
all dividends (other than a dividend 
in the amount of $10,000 to cover un- 
billed revenue) paid on the common 
and preferred stock from February 
29, 1944, to the closing date, (b) all 
dividends declared and unpaid to com- 
mon stockholders of record on or be- 
fore the closing date, and (c) all un- 
paid dividends accumulated up to and 
including the closing date on its pre- 
ferred stock, less accumulated divi- 
dends on February 29, 1944, of $3,- 
457.83.” 

The Derby Gas & Electric Corpora- 
tion, in order to obtain the cash nec- 
essary to acquire the securities set 
forth above and to purchase the 40,- 
000 shares of common stock of the 
Danbury Company, permitting the lat- 
ter company to redeem its preferred 
stock and 6 per cent mortgage gold 
bonds, series A, will issue and sell at 
par to The Equitable Life Assurance 
Society of the United States $1,450,- 
000 principal amount of collateral 
trust debentures of a new series to be 























dated as of August 1, 1944, to bear 
interest at the rate of 3 per cent per 
annum, to mature in ten years from 
the date of their issuance and to be 
known as the “3 per cent series due 
1954,” and, as hereinafter stated, will 
issue and sell an additional number of 
its shares of common stock sufficient 
to supply it with not exceeding $1,- 
000,000 in cash. 

At the time of the acquisition by 
Derby Gas & Electric Corporation of 
the securities listed above, said cor- 
poration will make a capital contribu- 
tion to the Danbury Company by sur- 
rendering the demand promissory 
notes of the Danbury Company, ag- 
gregating in principal amount $379,- 
000. The capital contribution in 
amount of $379,000 will be credited 
by the Danbury Company to its capital 
surplus account. 

The Derby Gas & Electric Corpora- 
tion, as hereinafter stated, will also 
issue and sell an additional number of 
shares of its common stock sufficient 
to supply it with not exceeding $1,- 
000,000 in cash. Derby Gas & Elec- 
tric Corporation and the Danbury 
Company will enter into an agreement 
whereby the former pays to the latter 
$1,000,000 in cash in consideration 
for the later issuance and delivery on 
or about October 2, 1944, by the Dan- 
bury Company, of 40,000 additional 
shares of its common stock at a par 
value of $25 per share. The $1,- 
000,000 payment will be used by the 
Danbury Company in the interim to 
redeem all of its outstanding preferred 
stock, consisting of 16,000 shares of 
7 per cent cumulative preferred stock; 
also to redeem on February 1, 1945, 
its $600,000 principal amount of 25- 
year 6 per cent mortgage gold bonds, 
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series A, due August 1, 1948. After 
the issuance of these additional shares 
of common stock by the Danbury 
Company and the redemption of its 
bonds and preferred stock, as just 
stated, the capital structure of the 
Danbury Company will consist of 
$150,000 principal amount of its non- 
callable first refunding mortgage gold 
bonds due December 1, 1953, and $1,- 
600,000 par value common stock. The 
total amount of the capitalization of 
the Danbury Company will remain un- 
changed but its capital structure will 
be converted into essentially common 
stock capitalization. 

There will be no substantial change 
in the amount of working capital of 
the Danbury Company as a result of 
the transactions embraced in the joint 
application nor will its balance sheet 
be materially changed, except respect- 
ing capitalization, which, as stated be- 
fore, will be converted principally in- 
to common stock. The joint applica- 
tion is subject to approval by the Fed- 
eral Securities and Exchange Com- 
mission in the following respects: 

1. The proposed acquisition of the 
securities of the Danbury Company by 
Derby Gas & Electric Corporation 
from Cities Service Power & Light 
Company. 

2. The proposed issuance of deben- 
tures and common stock by Derby 
Gas & Electric Corporation. 

3. The proposed capital contribu- 
tion to the Danbury Company grow- 
ing out of the surrender of the notes 
of the Danbury Company to be ac- 
quired by Derby Gas & Electric Cor- 
poration. 

4. The proposed issuance of 40,000 
additional shares by the Danbury 
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Company and the proposed redemption 
of its preferred stock. 

The board of directors of the sev- 
eral corporations involved have ap- 
proved of the transactions embraced 
in the application, as appears from 
certified copies of those votes attached 
to and made a part of the application. 

[1] The territory served by the 
Danbury Company is contiguous to 
the territory served by The Derby 
Gas and Electric Company. At the 
present time both the Danbury Com- 
pany and the Derby Company pur- 
chase current from The Connecticut 
Light & Power Company in varying 
amounts. The main substation of the 
Danbury Company’s system is locat- 
ed in Danbury approximately 20 miles 
from the generating plant of The 
Derby Gas and Electric Company, al- 
though by the construction of only ap- 
proximately 6 additional miles of 
transmission lines the said substation 
of the Danbury Company can be con- 
nected with the generating station of 
the Derby Gas and Electric Company. 
With the installation of additional 
generating capacity and the construc- 
tion of the above-mentioned 6 miles 
of transmission lines, which are con- 
templated after the national emer- 
gency, The Derby Gas and Electric 
Company’s generating plant will be in 
a position to supply all the power re- 
quirements of both the Derby Com- 
pany and the Danbury Company, 
which the company claims will thereby 
effect economies in the cost of power. 
Some economies can be effected im- 
mediately in the matter of making 
available the personnel of both the 
Danbury Company and the Derby 
Company for the benefit of each. 


UTILITIES COMMISSION 


Also the high ratio of the Derby Com- 
pany in sales of electric energy for in- 
dustrial purposes and the low ratio of 
industrial sales of the Danbury Com- 
pany will bring about a more balanced 
distribution of electricity among dif- 
ferent classes of customers if and 
when the interconnection of the facil- 
ities of the two operating companies 
takes place at a later date. These mat- 
ters of economy are in the public in- 
terest, justifying the approval of the 
application of Derby Gas & Electric 
Corporation under the “holding com- 
pany” provisions of § 1414c of the 
General Statutes, namely, subpara- 
graph (f) thereof. 

[2] In view of the improvement 
in the capital structure of The Dan- 
bury and Bethel Gas and Electric Light 
Company effected by this application, 
and in view of the otherwise un- 
changed financial position of that 
company, the Commission believes its 
application should be also approved. 

[3] Derby Gas & Electric Corpora- 
tion has requested that the Commission 
also approve under this application the 
exercise of authority or control over 
its two presently owned operating sub- 
sidiaries, namely, The Derby Gas and 
Electric Company and The Walling- 
ford Gas Light Company. The stocks 
of these corporations were acquired by 
Derby Gas & Electric Corporation in 
1927, about eight years before the 
passage of present § 1414c of the 
Cumulative Supplement, and, in the 
opinion of the Commission, no such 
approval became necessary after 
§ 1414c became law or becomes nec- 
essary now. However, in view of the 
company’s request, such approval is 
also given below. 
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ORDER AND APPROVAL 


From the evidence presented at the 
hearing, referred to above, the Com- 
mission hereby orders and approves as 
follows: 

1. In accordance with the provi- 
sions of subparagraph (f) of § 1414c 
of the Cumulative Supplement to the 
General Statutes of Connecticut (Re- 
vision of 1930), the Commission 
hereby approves the proposal of Derby 
Gas & Electric Corporation, contained 
in the joint application, as amended, 
of said corporation and The Danbury 
and Bethel Gas and Electric Light 
Company, dated June 20, 1944, on file 
with this Commission, for the exer- 
cise of authority or control by said 
Derby Gas & Electric Corporation over 
said The Danbury and Bethel Gas and 
Electric Light Company, a public serv- 
ice corporation organized under the 
laws of this state and engaged in the 
purchase, transmission, distribution, 
and sale of electric energy in the towns 
of Danbury, Bethel, Newtown, and 
Brookfield, Connecticut, and in the 
production, distribution, and sale of 
gas in the towns of Danbury and 
Bethel, Connecticut; this approval 
covering also the exercise of author- 
ity or control by said Derby Gas & 
Electric Corporation over its two 
presently owned operating subsid- 
iaries, namely, The Derby Gas and 
Electric Company, a Connecticut com- 
pany, engaged primarily in the gen- 
eration, distribution, and sale of elec- 
tric energy and manufactured gas, 
furnishing both electricity and gas in 
the towns of Danbury, Shelton, and 
Ansonia, Connecticut, and The Wall- 
ingford Gas Light Company, a Con- 
necticut company, furnishing manu- 
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factured water gas in the town of 
Wallingford, Connecticut. 

2. In accordance with the provi- 
sions of subparagraph (c)(2) of said 
§ 1414c, the Commission also hereby 
authorizes The Danbury and Bethel 
Gas and Electric Light Company, as 
requested in said joint application 
dated June 20, 1944, to issue 40,000 
additional shares of the par value of 
$25 each of its common stock to the 
Derby Gas & Electric Corporation, in 
consideration of the sum of $1,000,- 
000; provided, however, that the is- 
suance of said 40,000 additional 
shares of common stock shall be sub- 
ject to the condition that, prior to 
such issuance, said Derby Gas & Elec- 
tric Corporation shall have acquired 
from Cities Service Power & Light 
Company, as set forth in said joint 
application, the securities of said The 
Danbury and Bethel Gas and Electric 
Light Company now owned by Cities 
Service Power & Light Company, to 
wit: 24,000 shares of the par value 
of $25 each of common stock, 175 
shares of the par value of $25 each of 
7 per cent cumulative preferred stock, 
and two 6 per cent demand promissory 
notes in the respective amounts of 
$367,000 and $12,000, dated respec- 
tively December 31, 1937, and Jan- 
uary 27, 1938, at the base purchase 
price for the foregoing securities of 
$1,450,000, subject to the adjust- 
ments, as set forth above in said joint 


application, and provided further, that, 


in connection with the issuance of said 
additional 40,000 shares of its com- 
mon stock, all of said company’s out- 
standing preferred stock and all of its 
$600,000 principal amount of 25-year 
6 per cent mortgage gold bonds, series 
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A, due August 1, 1948, shall be called 
for redemption and shall be canceled. 

3. The authority contained in this 
order and approval shall be subject 
also to the approval of the Securities 
and Exchange Commission to the ex- 


tent that its approval is necessary un- 
der any Federal statutes applicable to 
the parties to this joint application and 
proof of such approval by the Securi- 
ties and Exchange Commission shall 
be filed with this Commission. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Rules and Regulations Regarding 
Installation of Mains and Facilities 
by Gas Corporations 


Case 10866 
July 13, 1944 


eee soe relating to rules and regulations regarding the in- 
stallation of mains, service pipes, connections, and facilities 
by gas corporations; rules and regulations prescribed 


Service, § 69 — Jurisdiction of Commission — Gas connections and extensions — 


Effect of statutory provision. 

1. The Commission has jurisdiction to prescribe rules relating to the in- 
stallation of mains, services, connections, and facilities and extensions of 
gas corporations within the limits of public streets and highways, notwith- 
standing the provision in § 12 of the Transportation Corporations Law 
(first enacted in 1859 before establishment of the Commission in 1907) 
prescribing certain rules as to the supply of gas to prospective consumers 
within 100 feet of an existing gas main, as this is not such an occupation 
of the field by the legislature as to exclude jurisdiction of the Commission, 
p. 268. 


Service, § 194 — Gas extensions — Surcharge — Statutory prohibition of service 


charge. 
2. Rules relating to the installation of mains, services, connections, and 
facilities of gas corporations within the territorial limits of public streets 
and highways and providing for a surcharge are not illegal as in violation 
of paragraph 6 of § 65 of the Public Service Law, prohibiting gas service 
charges, p. 268. 


Service, § 290 — Ownership and maintenance of facilities — Gas utilities. 


3. Gas facilities in public places, streets, and highways should be furnished, 
operated, maintained, and paid for by the utility, p. 271. 


Service, § 292 — Facilities in public streets — Replacement — Rules. 


4. A proposed rule requiring gas corporations to provide facilities in pub- 


54 PUR(NS) 264 








RY 


S 








RE RULES AND REGULATIONS 

















































un- lic streets and when necessary to replace them at their own cost and expense 
to should not be altered to omit the requirement of replacement, p, 273. 
ind 


, Service, § 290 — Facilities in public streets — Rules — Claims arising from re- 
ir i- location. 

all 5. A rule requiring gas corporations to construct, maintain, and replace 
mains, service pipes, and other facilities within the territorial limits of pub- 
lic streets and highways need not provide that this requirement shall not 
operate to bar any claim or right of action which such a corporation would 
otherwise have against any municipality or other corporation or person, 
growing out of relocation of mains, service pipes, service connections, and 
other facilities, as such rule does not deprive any gas company of any such 
rights as it has, p. 273. 


Service, § 199 — Gas main extension — Appropriateness to service requested — 
Rule. 


6. A proposed rule providing that upon written application of the owner 
or occupant of property abutting on any street within 100 feet of any main 
of a gas corporation such corporation shall construct necessary mains, pipes, 
and connections may properly be amended by adding after the words ‘“‘any 
main of a gas corporation” the words “appropriate to the service requested,” 
since there may be cases where a transmission main would be within 100 
feet and where to render the service requested to all consumers along this 
main within 100 feet would be most expensive and perhaps impracticable, 
p. 273. 


Service, § 199 — Gas main extension — Abutting property. 
7. A rule requiring a gas main extension upon written application of the 
owner or occupant of “any property abutting” on a public street within 
100 feet of a gas main is not objectionable on the ground that, by the use 
~ of the word “property” instead of “building,” main extensions would have 
to be made in excess of 100 feet or beyond the limits set forth in § 12 of 


in- the Transportation Corporations Law, where the rules require only such 
of extensions of mains and service as will provide gas service to the “property” 
h- and not to the building thereon regardless of where it may be located, 
WwW p. 273. 
’) Service, § 178 — Gas extensions — Rules — Franchise area. 
vm 8. A rule requiring gas companies to construct and maintain facilities 
- within public streets should not limit the obligation to the “franchise area,” 
‘ since, if a company is serving an area without authority, it should get 
proper authority; and while it serves without authority, it has obligations 
ee which it cannot escape, the duty to render adequate service being one of 
them, p. 274. 
- Service, § 196 — Gas extensions — Surcharges — Time limitation — Schedule. 
on 9. A company wishing to place a limit on the time during which a surcharge 
ce will be made in connection with a gas main extension should include in 
the rate schedule a clear statement so that everyone will be treated alike 
and can ascertain in advance what are the terms and conditions upon which 
d service is to be rendered, p. 275. 
: Service, § 196 — Gas main extension — Surcharges — Termination. 
10. Cessation of surcharges when the number of customers on a gas main 
b extension multiplied by 100 feet shall equal or exceed the length of the 
. main extension is reasonable, p. 275. 
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Service, § 195 — Gas main extension — Amount of surcharge. 
11. A surcharge of 9 per cent per year to cover return, depreciation, taxes, 
and maintenance on gas main extensions was held reasonable notwithstand- 
ing the possibility of inadequate return on some extensions, p. 276. 


Service, § 161 — Rules — Reasonableness. 
12. The test of any rule is not whether in every instance it will produce 
a meticulously accurate result but whether in general and upon the average 
it is fair and reasonable, p. 276. 

Service, § 196 — Gas extensions — Surcharges — Allocation to consumers. 


13. A proposed rule relating to gas main extensions and providing that a 
surcharge shall be reasonably allocated to the several customers served 
from the extension should not be changed by substituting the word “equally” 


instead of “reasonably,” p. 279. 





Service, § 332 — Gas — Rules and regulations. 


Rules relating to the installation of mains, services, connections and facili- 
ties and extensions of gas corporations prescribed by New York Commis- 


sion, p. 279. 


APPEARANCES: Gay H. Brown, 
Counsel (by Laurence J. Olmsted, 
Assistant Counsel), for the Public 
Service Commission; Whitman, Ran- 
som, Coulson & Goetz (by Jacob H. 
Goetz and Colley E. Williams), New 
York city, Attorneys, for Consolidated 
Edison Company of New York, West- 
chester Lighting Company, Brooklyn 
Borough Gas Company, and New 
York and Richmond Gas Company ; 
E. G. Watkins, New York city, Di- 
vision Engineer, Consolidated Edison 
Company of New York; W. S. Walk- 
er, New York city, Assistant Man- 
ager (Bureau), Consolidated Edison 
Company of New York; LeBoeuf & 
Lamb (By Lauman Martin), New 
York city, Attorneys, for Central New 
York Power Corporation and New 
York Power and Light Corporation; 
Cullen & Dykman (by Jackson 
A. Dykman), Brooklyn, Attorneys, 
for Brooklyn Union Gas Company; 
Charles G. Blakeslee, New York city, 
General Counsel, for Long Island 
Lighting Company, Queens Borough 


Gas and Electric Company, Nassau 
and Suffolk Lighting Company, and 
Kings County Lighting Company; 
James W. Carpenter, Mineola, Vice 
President, Long Island Lighting Com- 
pany; Gould & Wilkie (by M. S. 
Lockhart), New York city, Attorneys, 
for Central Hudson Gas and Electric 
Corporation; John Howell, Buffalo, 
Attorney for Republic Light, Heat and 
Power Company; Naylon, Aronson 
& Foster (by George Foster, Jr.), 
New York city, Attorneys for New 
York State Electric and Gas Cor- 
poration; G. A. Strain, Ithaca, Vice 
President, New York State Electric 
and Gas Corporation; F. T. Ingwall, 
Binghamton, Vice President, Bing- 
hamton Gas Works and The Keystone 
Gas Company, Inc.; Whitman, Dey 
& Nier (by Earl L. Dey), Rochester, 
Attorneys, for Rochester Gas and 
Electric Corporation; R. E. Ginna, 
Rochester, Assistant to President, 
Rochester Gas and Electric Corpora- 
tion; W. C. Chanler, Corporation 
Counsel (by Harry Hertzoff, Assist- 
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ant Corporation Counsel), New York 
city, for the city of New York. 


MattsreE, Chairman: Before pro- 
ceeding to discuss in detail the record 
in this case, reference is made to con- 
ditions leading up to the initiation of 
this proceeding. 

In the fall of 1936, the Commission 
instituted a proceeding (Case 8952) 
for the purpose of determining rules 
and regulations regarding the installa- 
tion of mains, services, connections, 
and facilities by waterworks corpora- 
tions under the jurisdiction of this 
Commission. Prior thereto there were 
no statutes or Commission rules speci- 
fying the conditions under which wa- 
ter companies should provide mains, 
services, and other facilities to serve 
applicants for service. The Public 
Service Law, particularly Art 4-B 
(effective July 1, 1931), contained the 
general provision that waterworks 
corporations should provide “such 
service, instrumentalities, and facil- 
ities as shall be safe and adequate and 
in all respects just and reasonable”’ 
(§ 89b). 

Acting under the general powers 
granted by the law to determine in de- 
tail what facilities constitute adequate 
service, the Commission drafted cer- 
tain proposed rules and regulations 
which were submitted for the consid- 
eration of waterworks corporations 
under the jurisdiction of the Commis- 
sion and hearings were held at which 
members of the staff of the Com- 
mission and witnesses called by the 
companies testified (Case 9328). 
Thereafter, the Commission adopted 
an order establishing certain rules and 
regulations prescribing the conditions 
under which waterworks corporations 
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must provide service and the charges 
which should be made under varying 
circumstances and conditions. [Re 
Rules, Regulations, and Practices of 
Waterworks Corporations (1940) 34 
PUR(NS) 116.] 

At that time, certain company rep- 
resentatives prophesied that experience 
would demonstrate that the order of 
the Commission would be fourid to be 
unreasonable in certain respects and 
that the burden placed upon the com- 
panies would prove to be too heavy for 
them to bear. These fears have proved 
to be unfounded and from time to 
time water companies have advised the 
Commission that the rules were work- 
ing very satisfactorily and that the 
institution of a single standard for all 
companies which would apply to con- 
sumers and companies alike had not 
only proved to be acceptable to pro- 


. spective consumers but had been ad- 


vantageous to the companies through 
the application of one standard and 
through the cessation of attempts to 
secure special privileges and favored 
treatment by communities, real estate 
developments, and areas. Since the 
adoption of the rules on April 23, 
1940, the Commission has not been 
besieged by the public or the com- 
panies to amend the rules and regula- 
tions then adopted and we believe that 
there is general if not universal ac- 
ceptance of the order as just and rea- 
sonable. 

In view of the beneficial results ob- 
tained, the Commission directed the 
preparation of proposed rules and reg- 
ulations to be served on gas corpora- 
tions under its jurisdiction, the gen- 
eral character of which should be 
similar to those found to work so sat- 
isfactorily in the case of water com- 
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panies. On September 23, 1942, the 
Commission adopted an order direct- 
ing that a public hearing be held up- 
on the proposed rules in Albany on 
November 19, 1942. Other hearings 
were held in 1943 on April 1, 29, 
and May 27. At these hearings, near- 
ly twenty companies were represented 
out of nearly sixty companies render- 
ing gas service subject to the jurisdic- 
tion of this Commission. The rec- 
ord consists of 252 pages and 4 ex- 
hibits, received in evidence. The sug- 
gestions and criticisms of the proposed 
rules have been carefully considered 
and the entire subject fully reviewed. 

In view of war conditions and the 
restrictions imposed by Federal au- 
thorities there have been in recent 
years very few extensions of gas 
mains except in housing developments 
constructed to provide facilities for 
war workers. But the conclusions 
reached and the revised rules here- 
with adopted are believed to be just 
and equitable not only under present 
circumstances but under conditions 
likely to obtain in the postwar period. 
It should be pointed out, although this 
is probably not necessary in view of 
the well-known policy of the Commis- 
sion, that if experience demonstrates 
that the rules should be amended or 
if they are found inapplicable in specif- 
ic cases, the Commission will either 
modify the general order or permit 
special rules to be adopted in areas 
where such are necessary. 


Legal Questions 


[1, 2] Much has been said by cer- 
tain counsel on the legality of the pro- 
posed rules. The argument runs 
somewhat as follows: The legislature 
has prescribed certain rules as to the 
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supply of gas to prospective consum- 
ers who are within 100 feet of an ex- 
isting gas main, that is, when an ap- 
plication for service is made (§ 12 
of the Transportation Corporations 


Law). Having occupied the field, 
this Commission has no authority to 
impose obligations to render service to 
prospective consumers over 100 feet 
away. In other words, legislative ac- 
tion taken in 1859 (Chap. 31, § 6 of 
in Laws of 1859) and last reénacted 
in 1926 (Chap. 962 of Laws of 1926) 
precludes the Commission from issu- 
ing any order. 

The conclusion is fallacious. The 
Public Service Commissions Law en- 
acted in 1907 inaugurated an entirely 
new régime in regulation of public 
utilities in this state—not so new in 
theory as in practical application. It 
defined the duties of public utilities 
in general language. For example, it 
required gas companies to provide 
“adequate service and facilities” 
(§ 65); it did not attempt to state 
what adequate service meant in de- 
tail; the authority to particularize and 
to express in specific terms this gen- 
eral obligation was conferred upon an 
administrative body—now the pres- 
ent Public Service Commission (see 
particularly § 66). There is no provi- 
sion in the law anywhere that even 
indirectly intimates or could be used 
as a basis for an argument that the 
legislature intended to exclude the 
Commission from a portion of this 
field. 

When asked who has authority to 
determine upon what conditions com- 
panies are to render service to consum- 
ers over 100 feet away, it is said that 
the companies have such power. In 
other words, when the legislature 























passed the law of 1859, it intended to 
give the power to determine the con- 
ditions of service to other consumers 
to the companies and to limit itself 
as to any other delegation of power 
then or subsequently. Does not this 
involve the holding that the police 
power (regulation of public utilities 
is such a power) is not a sovereign 
power and that the legislature may di- 
vest itself of this power—all this in 
the face of a direct and clear author- 
ization by legislation in 1907 and 
many later statutes. 

The only difference between the pro- 
posed order and orders issued in 
many other cases is that the former 
is a general order which purposes to 
cover many and perhaps all future 
cases through the establishment of 
general rules instead of acting on 
each individual case with the delay 
which will inevitably follow in reach- 
ing a decision. 

In the so-called Douglaston Case 
(extension of mains of the New York 
and Queens Gas Company, Case 
1856), the question of the Commis- 
sion’s power to direct a company to 
provide mains and services and to 
supply gas to a considerable area far 
in excess of the statutory 100 feet 
provision came before the Public 
Service Commission for the First Dis- 
trict in 1914 and 1915. The Com- 
mission then held that it had full au- 
thority to determine the terms and 
conditions upon which extensions 
should be required provided always, 
of course, that such terms and condi- 
tions were just and reasonable (Cf. 6 
P. S.C. R. [1st Dist. NY] 35-40). 
In that case, the company not only 
challenged the legal authority of the 
Commission to issue an order but it 
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insisted that unless it was assured that 
it would earn at least 6 per cent upon 
the entire cost of the extension, it 
should not be required to invest such 
a large amount of money as would be 
necessary. This theory was definitely 
rejected by the Commission and it was 
held that no company could expect to 
earn a fair return upon each and 
every part of the business ‘which it 
performed, that some of it would in- 
evitably be unprofitable, that the com- 
pany must take the bitter with the 
sweet, and that within reason the com- 
pany could be required to undertake 
the development of an area looking 
to the future for reimbursement for 
an unprofitable development period 
(supra, 187, PUR1915B 821). 
Appeal was taken from this deci- 
sion to the appellate division of the 
first department which annulled the 
order of the Commission (People ex 
rel. New York & Q. Gas Co. v. Me- 
Call, 171 App Div 580, PUR1916D 
91, 157 NY Supp 707). The case 
was then carried to the court of ap- 
peals which reversed the appellate 
division and reinstated the order of 
the Commission (219 NY 84, 681, 
PURI917A 553, 113 NE 795, Ann 
Cas 1916E 1042). Not content with 
the determination of the court of 
appeals, appeal was taken to the Unit- 
ed States Supreme Court which unan- 
imously upheld the power of the 
Commission to issue the order and 
the reasonableness of its provisions 
(People ex rel. New York & Q. Gas 
Co. v. McCall, 245 US 345, 62 L ed 
337, PURI918A 792, 38 S Ct 122). 
Another legal point raised is that 
the proposed order is illegal because 
it violates paragraph 6 of § 65 of the 
Public Service Law prohibiting gas 
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service charges. The decision of the 
court of appeals in the Kovarsky Case 
(Kovarsky v. Brooklyn Union Gas 
Co. [1938] 279 NY 304, 26 PUR 
(NS) 353, 18 NE(2d) 287) is cited 
as authority. In that case, the court 
held that a charge for connecting a 
gas meter after it had been locked 
at the consumer’s request was in viola- 
tion of law. It is argued that by the 
same process of reasoning the rules 
which call for a charge irrespective of 
the amount of gas consumed and re- 
lated to gas mains furnished by the 
company would be illegal. 
Paragraph 6 of § 65 was enacted 
as Chap. 898 of the Laws of 1923 to 
prevent the collection of flat service 
charges which were very unpopular 
throughout the state and which had 
been held valid by the court of ap- 
peals in Rochester v. Rochester Gas 
& E. Corp. 233 NY 39, PUR1922C 
793, 134 NE 828. At that time, 
there was no statute or order of the 
Commission of general application 
specifying the conditions upon which 
gas service should be rendered to con- 
sumers over 100 feet from a gas main. 
The Douglaston Case cited above had 
been decided upholding an order of the 
Commission requiring the gas com- 
pany to build mains for more than 
100 feet in length without any con- 
tribution or payment other than the 
regular charges for the gas service ac- 
tually rendered. Thus there was no 
conflict between the Douglaston Case 
and the Kovarsky Case, supra. Gas 
companies had rules or practices re- 
garding extensions over 100 feet, but 
there was no order of the Commission 
or statute directly relating thereto. 
To assume, therefore, that the law 
enacted in 1923 was aimed at or in- 
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tended to affect extensions over 100 
feet is without foundation of fact. 
It is a figment of the imagination 
of certain counsel (by no means all) 
who are seeking some basis for up- 
setting the proposed rules in order that 
gas companies may be left free to deal 
with extensions over 100 feet in any 
way they please and even to refuse 
to build them at all. 

An alternative construction appeals 
to us as far more reasonable and 
sound. It is that the legislature as 
far back as 1859 decided that a gen- 
eral obligation should attach to all gas 
companies, that they should be re- 
quired to build gas mains and serv- 
ices for all consumers whose property 
was within 100 feet of existing mains. 
The law was therefore enacted. 

Prior to 1907, the legislature fixed 
prices to be charged for gas by com- 
panies operating in this state, and in 
order that this limitation be not evad- 
ed, the legislature had prohibited the 
levying of meter charges (Chap. 253 
of Laws of 1868). When the court 
of appeals upheld the legality of the 
fixed service charge (cited above), 
which could be used effectively to 
evade any limitation on the price of 
gas alone and which was by nature the 
same thing as a meter charge, the 
legislature passed Chap. 898 of the 
Laws of 1923 in response to a general 
demand; and in order to prevent the 
nullification of an antiservice-charge 
law, it included a prohibition against 
charges for the installation or use of 
apparatus. In view of the fact that at 
that time gas companies were under no 
general obligation by statute or order 
of the Commission to serve consumers 
over 100 feet away, is it not reasonable 
to conclude that the prohibition against 
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service charges etc., was not intend- 
ed to apply to obligations not yet 
created and that when the Commis- 
sion creates obligations not already 
in being, it may specify in its order 
just what are those obligations and 
the attendant rules. 

There are a few other practical con- 
siderations. Gas companies have 
voluntarily established rules or prac- 
tices according to which service will 
be rendered to consumers in excess of 
100 feet. Some of these and perhaps 
all require payments or contributions 
not dependent on the amount of gas 
supplied and are definitely at variance 
with the decision in the Kovarsky 
Case, supra. If the proposed order 
of the Commission is illegal under 
this decision, many existing rate sched- 
ules and practices are illegal and have 
been for a long time. We are not 
aware of a single change that has 
been made in such schedules or prac- 
tices since the Kovarsky decision. 
This leads us to ask whether counsel 
are sincere in pressing the legal ob- 
jection. 

Many gas companies have required 
consumers to contribute money to pay 
for extensions over 100 feet in length. 
There are many thousands of dollars 
in the accounts of many gas com- 
panies representing contributions made 
by consumers to obtain service. If the 
practice provided for in the proposed 
order is illegal, what about these large 
sums? Have they not been illegally 
exacted? Should they not be re- 
turned with interest or is there one 
rule for what the companies want to 
do and another for what they object 
to doing? 

Counsel for one company, while 
claiming that the proposed rules are 
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illegal, draws a metaphysical distinc- 
tion between the applicant for service 
and the customer after receiving serv- 
ice, holding that a gas company may 
require a prospective user to pay the 
company money before he becomes a 
consumer but that afterwards he may 
be charged only “for gas supplied”; 
that he may be required to pay for 
the entire cost of the mains, services, 
and other plant, but when the company 
requires him to pay for a limited 
period the carrying charges on a part 
of the cost, an illegal act is committed. 
This is the sort of casuistry that 
appalls the layman. 

In the case of water companies, no 
one has attempted to review the de- 
termination of the Commission either 
on the ground that the Commission 
had no authority to establish any rules 
or regulations regarding the subject 
or that the rules and regulations pre- 
scribed by the Commission were in 
part or in whole unjust or unreason- 
able. It is the position of the Com- 
mission that we have full authority 
to deal similarly with gas companies 
and that the statutes dealing with 
cases where property is within 100 
feet of existing gas mains does not 
preclude or prevent the Commission 
from dealing with gas service of prop- 
erties in excess of 100 feet from ex- 
isting gas mains. 


General Purposes of Rules 


[3] The general purpose of these 
rules, as in the case of those affecting 
water companies, is to clearly provide 
that gas facilities in public places, 
streets, highways, etc., shall be fur- 
nished, operated, maintained, and paid 
for by the utility. The proposed rules 
do not require that facilities on pri- 
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vate property shall be provided, main- 
tained, or paid for by the utility; and 
they do not prohibit the utility from 
providing, maintaining, or paying for 
them; but the obligation stated in the 
rules ends at the property line. It 
is in our opinion unwise to have gas 
property in the streets, highways, etc., 
owned or maintained by private in- 
dividuals. The conflicts and disputes 
resulting therefrom and from claims 
arising when consumers or property 
owners pay for gas facilities in streets, 
highways, etc., clearly indicate that 
such a mixture of property and ob- 
ligations is not in the public interest. 

Reference has been made to the 
large amounts which utilities have in- 
sisted should be paid before exten- 
sions would be constructed where they 
have been in excess of 100 feet. Cer- 
tain companies have taken the position 
that notwithstanding consumers had 


paid for street facilities constructed 
to serve them, the rates which they 
were required to pay thereafter should 
be sufficient not only to compensate the 
utilities for all of their out-of-pocket 
expenses but also for a return upon the 
very property for which the consum- 


ers had once paid. Not all utilities 
have taken such a position, for cer- 
tain of them, appreciating the inequity 
of such a position, have included in 
their accounts only the funds which 
the company itself had to provide and 
for which it was not directly reim- 
bursed and have not asked for re- 
turn upon property for which they 
did not pay. The utilities in the form- 
er class have insisted that they had a 
constitutional right to a fair return 
upon what they called their “property” 
regardless of whether or not they paid 
for it. 
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This question was raised in litiga- 
tion initiated by the New Rochelle 
Water Company on an order adopted 
by this Commission in which the Com- 
mission refused to include in the rates 
a return upon funds which the con- 
sumers had been required to contribute 
before they could obtain service. The 
appellate division of the third depart- 
ment sustained the company’s conten- 
tion (New Rochelle Water Co. v. 
Maltbie [1936] 248 App Div 66, 74, 
15 PUR(NS) 32, 289 NY Supp 
388); but before an appeal to the 
court of appeals was perfected, the 
company put into effect the rates or- 
dered by the Commission and thus 
made the question entirely academic 
and a final adjudication has not been 
made by the court of last resort in this 
state. However, a question very 
analogous was raised by the Detroit 
Edison Company in a tax case which 
came before the Supreme Court of the 
United States. The question there 
raised was whether the company could 
include in its operating expenses an 
allowance for depreciation on prop- 
erty which had been paid for by con- 
sumers. The court rejected the com- 
pany’s contention and held that such 
an allowance was not a proper operat- 
ing expense (Detroit Edison Co. v. 
Commissioner of Internal Revenue 
[1943] 319 US 98, 87 L ed 1286, 48 
PUR(NS) 146, 63 S Ct 902.) The 
same process of reasoning by which 
the United States Supreme Court 
reached its decision would apply to 
the claim for a fair return upon prop- 
erty for which the consumer had once 
paid. 

As it is obvious that if the claims. 
of the utilities which insist upon a 
return when no investment has been 
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made were granted, the rates would be 
the same as those where the company 
pays the full cost, it is clearly not in 
the public interest under such a theory 
that the Commission should require 
or approve a plan whereby consumers 
are required to pay for property and 
also pay for a return thereon. There 
is nothing in the proposed rules which 
would prevent any company from ob- 
taining a fair return upon the property 
for which it must pay. Impliedly 
the costs of operating the facilities 
which a company would be required 
to provide under the proposed order 
would include all operating expenses 
and depreciation on property so far as 
it is provided by the utility and a fair 
return, and such costs would need to 
be met through the rates charged for 
gas and through the surcharges which 
the company would collect that are 
provided for in the proposed rule. 


[4] It has been suggested that the 
word “replace” in Rule 1 should be 
omitted, as facilities need not always 


be replaced. It was included in the 
draft to cover an operation not other- 
wise specifically mentioned. The ob- 
ligation to replace facilities “when 
necessary” should clearly rest upon 
the utility; we see no reason to alter 
the proposed rule in this respect. 

[5] A question has been raised as 
to whether Rule 1 may not deprive 
gas companies of certain rights which 
they now have and it is proposed that 
the rule should be amended by add- 
ing: “This paragraph shall not 
operate to bar any claim or right of 
action which a gas corporation would 
otherwise have against any municipal 
or other corporation, person, or per- 
sons, growing out of relocation of its 

[18] 
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mains, service pipes, service connec- 
tions, and other facilities.” 

Of course, it was not intended 
through the proposed rules to deprive 
any gas company of any such rights 
that it has. We do not believe that 
they do so or that any court would 
so construe our action. Thus the pro- 
vision is unnecessary. 

[6] We are also urged to amend 
Rule 2 by adding after the words “any 
main of a gas corporation” the words 
“appropriate to the service requested.” 
In many areas, this addition would 
have no meaning as only one kind of 
service is rendered; but there may be 
cases where a transmission main would 
be within 100 feet and where to render 
the service requested to all consumers 
along this main within 100 feet would 
be most expensive and perhaps imprac- 
ticable. It seems wise therefore to 
make the change suggested. 

[7] Counsel have contended that 
by use of the word “property” instead 
of “building,” main extensions would 
have to be made by the company in ex- 
cess of 100 feet or beyond the limits 
set forth in § 12 of the Transporta- 
tion Corporations Law. What he 
probably had in mind, although not 
specifically alluded to, is a situation 
where a company’s existing main is 
located less than 100 feet from the 
nearest point of the plot or area of land 
of the applicant for service, but the 
building occupied is more than 100 
feet away. If, for example, the plot 
fronts 300 feet on the street where 
the extension is to be laid, and the 
building where gas service is to be used 
is set at the farthest end of the plot 
from the existing main, the total 
length of pipe required to supply serv- 
ice will obviously be more than 100 
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feet “from the main.” But counsel 
has apparently misconstrued the basic 
principle followed throughout the 
rules, viz., to require only such ex- 
tension of mains and services as will 
provide gas service to the “property” 
and not to the building thereon re- 
gardless of where it may be located. 
The rules only go so far as to require 
mains and services to the property, 
whether it is within or without the 
100-foot limit. If within, the con- 
sumer is to receive service at the 
standard rates, the legal obligation to 
render service ending at the property 
line. If without, the consumer is to 


receive service at the property line 
under the terms stated in the order. 
One company official criticizes Rule 
2 because “in a city suburb, a farm 
miles in width or depth might abut on 
a street at a point within 100 feet 


of a gas main.” But this is as true 
of the requirement in the Transporta- 
tion Corporations Law as of Rule 2 
and certainly the latter does not re- 
quire the gas company to do more than 
lay pipe to the property line where 
such property is within 100 feet of 
an existing main. The company is 
not required to lay pipe to any build- 
ing or point of use “miles” away from 
the property line. 

The general basis of Rule 2 is the 
present law. It does not require and 
we do not believe the law now requires 
a gas company to lay pipes on private 
property even if the building is less 
than 100 feet from the main. If its 
rate schedule so provides, a gas com- 
pany may lay, maintain, and renew 
pipes on private property as a part 
of the distribution system; but it is 
not obligated by law or order of this 
Commission so to do. This state- 
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ment covers private streets, and so far 
as this order is concerned, gas com- 
panies are free to establish rules as 
to gas supply to real estate develop- 
ments and other areas when the 
streets, highways, etc., are not those 
defined in rule 1. 

[8] It is suggested that the pro- 
posed rule should be limited to the 
“franchise area.” The present stat- 
utes do not so provide. But if a 
company is serving an area without 
authority, it should get proper author- 
ity; and while it serves without au- 
thority, it has obligations which it 
cannot escape; the duty to render ade- 
quate service is one of them. 


Another suggestion is to limit the 
main extension to 100 feet. Again, 
it should be noted that the present 
statutes do not so provide. The ob- 
ligation is to serve property within 100 
feet of an existing main, measured 
of course in a direct line; and if more 
than 100 feet of main are necessary 
to provide service, the company must 
lay more than 100 feet. 


Application of Surcharge to 
Additional Customers 


One of the questions raised by coun- 
sel for certain companies was whether 
the provisions of paragraph 3 of the 
proposed rules would be a matter of 
special agreement with each custom- 
er or provided for in general rate 
schedules and also how additional cus- 
tomers would be treated if an agree- 
ment were made with one original 
customer. This question is really not 
a new matter. Many companies 
throughout the state have rural exten- 
sion plans where the charges vary ac- 
cording to the number of consumers 
on given extensions. These matters 
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can all be covered in the rate sched- 
ules so that the charges will automat- 
ically change according to the number 
of customers receiving service through 
any extension. What has been done 
with electric lines in rural communities 
can be done generally in the case of gas 
extensions. 

Paragraph 8 of the proposed rules 
provides that “Every gas corporation 
under the jurisdiction of this Com- 
mission shall include in its tariff sched- 
ules provisions carrying out the re- 
quirements of these rules and regula- 
tions.” Further, this plan has been 
in effect for sometime in the case of 
water companies and no difficulty has 
arisen in its application. The fears of 
counsel are not based upon any facts 
developed by actual experience. 


Indefinite Period of Surcharge 
[9, 10] Counsel for one of the 


companies suggested that the time dur- 
ing which the surcharge would be ap- 
plicable should be limited so that it 


would not run on indefinitely. If a 
limit had been fixed, there would 
doubtless be other counsel who would 
object to such a provision as really 
preventing a company from getting 
any return beyond the amount charged 
for gas regardless of the length of 
the extension. 

If a company wishes to place a 
limit on the time during which a sur- 
charge will be made, there is nothing 
in the rules to prevent it; but if this 
is done, there should be a clear state- 
ment in the rate schedule of the com- 
pany affected so that everyone will be 
treated alike and can ascertain in ad- 
vance what are the terms and condi- 
tions upon which service is to be ren- 
dered. 
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The proposed rules do provide gen- 
erally that whenever the number of 
customers on a main extension multi- 
plied by 100 feet shall equal or exceed 
the length of the main extension, all 
surcharges are to cease. This is con- 
sidered reasonable on the basis of the 
present law and the practice of many 
companies, namely, to provide serv- 
ice whenever the total length of the 
main extension to be constructed 
equals or exceeds the number of cus- 
tomers multiplied by 100 feet. This 
is a practical application of the prin- 
ciple back of the present statute. 

The proposed rules also provide that 
whenever the total revenue in one year 
from all customers on a main extension 
shall exceed one-fourth of the actual 
reasonable cost of such main exten- 
sion, all surcharges shall cease. 

One suggestion made is that the 
standard set be changed from one- 
fourth to one-third but there were few 
challenges of the proposed rules upon 
this point and for other reasons here- 
inafter set forth it would not seem 
reasonable to adopt one-third as a 
standard when one-fourth has operat- 
ed satisfactorily in the case of water 
mains. 

Another objection of a more prac- 
tical nature is that a customer or cus- 
tomers might temporarily boost their 
consumption to such a point that the 
standard would be exceeded tem- 
porarily and thus the purpose of the 
provision nullified. 

While theoretically it would be pos- 
sible for customers thus to avoid the 
payment of a fair charge, it seems like- 
ly that the objection is more theoret- 
ical than real and it is doubtful wheth- 
er such collusion as would be neces- 


54 PUR(NS) 





NEW YORK PUBLIC SERVICE COMMISSION 


sary to bring about the result where 
there are a number of consumers on a 
main extension would be feasible. 
However, there is no objection to a 
change from a one-year period to two 
years and the final rules so provide. 


Service Guaranties 


Considerable emphasis was placed 
on the possibility that customers 
would obtain extensions and then not 
continue service or speculative real 
estate developments would cause large 
investments without adequate guaran- 
ties of continued sales. 

The proposed rules provide that 
the applicant for service shall assure 
the gas company that he will be a 
“reasonably permanent customer’ and 
that he shall also “have furnished rea- 
sonable security as to performance of 
his agreement if so required by said 
gas corporation.” If a gas company 
has any doubt as to the bona fides 
of applicants or that real estate com- 
panies will carry out their agree- 
ments, they should not construct 
mains until reasonable guaranties as 
to the future have been made and they 
have within their control the adoption 
of reasonable rules and regulations to 
this end. What seems more likely, 
judging the future by the past, is that 
some companies will be too rigid in 
their requirements. 

One fear expressed was that a com- 
pany might be required to lay mains to 
supply vacant property. It hardly 
seems possible that any company 
operating under the proposed rules as 
to assurance and security would be so 
generous as to construct mains before 
houses were built; but if it did, it 
would have no one to blame but itself. 


Adequacy of Surcharge 


[11, 12] The principal opposition 
to the proposed rules centered around 
the adequacy of the 9 per cent sur- 
charge to cover return, depreciation, 
taxes, and maintenance. Much of the 
testimony upon this point was so ex- 
treme and unrepresentative of usual 
conditions as to be of little weight in 
determining what should be a general 
rule which would apply fairly under 
average conditions. We need not dis- 
cuss the testimony of Mr. J. H. Pil- 
kington on behalf of the Consolidated 
Edison Company as its many defects 
are manifest and the testimony was 
later withdrawn. 

Regarding all of the testimony, 
there are a few fundamental facts 
which are important. In the first 
place, any extension of utility service 
into new territory is often not imme- 
diately productive and utilities often 
extend their lines knowing that they 
will not yield immediately a fair re- 
turn and perhaps not for several years 
to come. If utilities were to extend 
their lines only when all charges were 
met immediately on each extension, 
new territory would seldom if ever be 
developed. No utility, whether public 
or private, actually operates on this 
theory. There are always areas and 
consumers who do not yield a fair re- 
turn upon the service provided. There 
are always areas and consumers ‘that 
yield more than a fair return and 
others which yield less. Rates are 
fixed not upon the basis of producing 
a fair return upon each and every 
small class of consumers and on each 
and every extension. The normal con- 
dition is for extensions to be built and 
consumers to be taken on that are un- 
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profitable at the beginning. The busi- 
ness grows and the purpose to which 
service is devoted increases. Experi- 
ence shows that normally a customer 
increases his consumption and con- 
sumers are added to the lines at a de- 
creasing cost to serve them; that is, 
consumption per individual consumer 
increases and the cost of service de- 
creases as the amount of consumption 
increases. 

Practically all of the figures sub- 
mitted by witnesses for the companies 
were based on the assumption that 
whenever an extension is made, no 
matter how short, there will be imme- 
diately an increase in all of the charges 
represented by return, depreciation, 
taxes, and maintenance. Upon this 


basis, the various rural electrification 
plans which have been made operative 
by the companies throughout the state 
at the repeated urging of the Commis- 


sion would be unjustified. In the his- 
toric Douglaston Case, cited above (6 
PSCR [1st Dist NY] 35) it was con- 
ceded that the company would not im- 
mediately earn a fair return and yet 
the order of the Commission requir- 
ing the construction of many miles of 
mains and services was upheld by the 
court of appeals and the United States 
Supreme Court. 

Further, the 9 per cent has been 
operative in the rules relating to water 
companies for several years and there 
has been no application on behalf of 
the companies to increase the percent- 
age. 

In this connection, the difference be- 
tween water systems and gas systems 
should be kept in mind. A 2-inch high 
pressure gas main will serve a large 
area and many consumers; a 4-inch 
main in a low pressure system will also 
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provide adequate service for many. 
But a 2-inch water main is satisfac- 
tory only for a few consumers and in 
a very limited territory ; a 4-inch water 
main is generally considered insuf- 
ficient for adequate fire protection and 
a 6-inch water main is generally the 
minimum for such purpose. A 6-inch 
gas main is unusually large. 

The figures submitted by company 
witnesses also take no account of the 
fact that gas rates wholly apart from 
the surcharge provided for in the pro- 
posed rules include provision for re- 
turn, depreciation, taxes, maintenance, 
and other costs on the generating, 
transmission, and distribution system 
generally. The company witnesses 
make no allowance in their figures for 
anything to represent the gas con- 
sumed. Their figures really assume 
that no gas is supplied. If the same 
sort of reasoning were applied to ex- 
tensions 100 feet in length which the 
statute requires the company to build 
without any surcharge and without 
any payment in addition to the charge 
for gas service, the results would indi- 
cate that the act of the legislature is 
unconstitutional. 

The fact that in individual cases 
figures could be produced to show that 
a fair return was not secured was ad- 
mitted by a witness for the Consolidat- 
ed Edison Company who testified in 
response to questions as follows: 


Q. Won’t you find those inequal- 
ties under any plan which you or al- 
most anyone else would suggest ? 

A. Well, I, wouldn’t say necessarily 
under any plan that could be suggest- 
ed. 

Q. Well, do you know of any plan 
that is of general application that 
won’t involve differences of that sort? 
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A. No. I would say on normal ex- 
tensions that, under the 100-foot or 
200-foot brackets we have been carry- 
ing on from time to time, there has al- 
ways been the possibility of taking on 
customers who are far below a return. 

Q. Isn’t the test, then, rather than 
one of individual application, what is 
the result on the average? 

A, That is true. That is the way it 
has _ been. 


Of course, the test of any rule is 
not whether in every instance it will 
produce a meticulously accurate result 
but whether in general and upon the 
average it is fair and reasonable. 


There is probably no statute or order 
of any administrative body that would 
pass the test in every instance where it 
is applied. 

An analysis of the computations 
submitted to show that a 9 per cent re- 


turn is inadequate reveals several de- 
fects. For example, the two witnesses 
submitting figures included percentage 
allowances for depreciation but made 
no deduction from the original cost 
for the depreciation reserve constantly 
accruing. In other words, the con- 
sumer is expected to pay an amount 
for depreciation but also to continue 
to pay upon the cost of the property 
which means a double charge, once 
upon the cost and once upon the depre- 
ciation reserve which would be ac- 
cumulating. 

The theoretical charges of the wit- 
nesses include an allowance for main- 
tenance, this amount being obtained 
from the experience of the company 
in the case of plant which upon the 
average has been in use for a consider- 
able period of time. Everyone knows 
that new mains would require no 


54 PUR(NS) 


maintenance charges in the early 
years, and even if an allowance were 
made for later years, it would not be 
equivalent to the charges upon all of 
the property or all of the transmission 
and distribution system which includes 
property on which the maintenance is 
much higher than it would be upon 
mains. 

Every conceivable tax is included, 
such as relief taxes, gross earnings 
taxes, Federal capital stock tax, and 
Federal income tax to the extent of 40 
per cent without any deduction for in- 
terest. It is hardly fair to assume that 
all of the property would be built out 
of stock issues. That is not the ex- 
perience of the companies under the 
jurisdiction of this Commission and 
yet it is the basis upon which the wit- 
nesses for the company asked the 
Commission to decide the reasonable- 
ness of these rules. 

All in all, the testimony and argu- 
ments against the reasonableness of a 
9 per cent surcharge are not impres- 
sive and are not sufficient to convince 
us that the water rules may not fairly 
be extended to gas companies. 

It was suggested that the companies 
submit alternative rules but no accept- 
able proposal was forthcoming. Many 
of them seem to have taken refuge in 
statements that their existing rules 
were satisfactory or in the submission 
of rules which do not appear to differ 
in substance from the practices they 
have been following. In general, it 
may be said that no attempt was made 
to submit uniform standards to be 
generally applicable but that the com- 
panies should be allowed to do as they 
please. Neither course would meet 
the need for uniformity of treatment 
and the undesirability of various rules 
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and conditions with the resulting com- 
plaints of consumers that they were 
not as well treated as in other areas. 

Generally speaking, the companies 
desired to be allowed to require con- 
sumers to finance extensions without 
any obligation to pay interest thereon 
while the company had use of the 
funds thus provided ; and always there 
was in the background the attitude of 
the companies repeatedly taken in rate 
cases that where contributions were 
required in order to obtain service, the 
company would have the right to claim 
a fair return upon the property built 
by such contributions—an obviously 
inequitable position. 

[13] Besides the points already dis- 
cussed, there are two minor matters 
brought up in the suggestions sub- 
mitted. One is that in paragraph 3 
(c), the word “reasonably” should be 
changed to “equally,” which would re- 
sult in the requirement that whenever 
more than one customer is connected 
to an extension covered by the rules, 
the surcharge should be equally allo- 
cated to the several consumers and not 
reasonably allocated. It is possible 
that an equal allocation would be gen- 
erally fair but the word “reasonably” 
allows an allocation to be made equal- 
ly if it is fair but does not require an 
equal allocation if an alternative would 
be preferable. We see no reason for 
restricting the allocation in the way 
suggested and believe that the original 
draft is preferable. 

Question was also raised as to what 
would be done in case there were an 
extension to a main built under the 
provisions of these rules where a sur- 
charge was already applicable. The 
proposed rules do not cover in precise 
detail all of the situations that arise 
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and the companies are free to adopt 
such additional rules in carrying out 
the order of the Commission as would 
fairly apply its general terms and con- 
ditions. 

The proposed rules close with a final 
provision as follows: 

“9. If any gas corporation is of the 
opinion that any of the rules hereinbe- 
fore set forth due to special facts or 
circumstances are unjust or unreason- 
able, it may make application to the 
Public Service Commission for a mod- 
ification of such rule or regulation.” 

Possibly, such a provision is not 
necessary for it is generally known 
that if in special cases the rules adopt- 
ed by the Commission do not fit cir- 
cumstances in any particular area or 
company, the Commission will permit 
a modification provided the need for 
such modification is affirmatively 
shown. However, there is no objec- 
tion to the statement of this fact and 
the order so provides. 

The rules as amended in the respects 
above explained are as follows: 


Rules Relating to the Installation of 
Mains, Services, Connections, and 
Facilities and Extensions of Gas 
Corporations 


1. All gas corporations subject to 
the jurisdiction of this Commission 
shall hereafter furnish, place, con- 
struct, operate, maintain, and when 
necessary replace at their own cost and 
expense all mains, service pipes, serv- 
ice connections, and other facilities 
within the territorial limits of any 
street, avenue, road, or way that is 
for any highway purpose under the 
jurisdiction of the legislative body of 
any city, town, village, county, or the 
state of New York. 
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2. Upon written application of the 
owner or occupant of any property 
abutting on any such street, avenue, 
road, or way within 100 feet 
of any main of a gas corporation, ap- 
propriate to the service requested, such 
gas corporation shall furnish, place 
and construct at its own cost and ex- 
pense such mains, service pipes, service 
connections, and facilities as are neces- 
sary to render the service requested. 
Said cost and expense shall include the 
amounts paid to governmental author- 
ities for permits to do the work re- 
quired and all paving charges for the 
repair or replacement of the street or 
sidewalk which may be disturbed in 
the course of such installation that 
are legally imposed by any govern- 
mental authority. 


3. Whenever an owner or occupant 
of any property abutting on any street, 


avenue, road, or way as hereinbefore 
defined in which there is no gas main 
within a distance of 100 feet from said 
property makes a written application 
for service to the gas corporation hav- 
ing authority to render service to said 
applicant, such corporation shall ex- 
tend its system so as to serve said 
property, provided (1) that said appli- 
cant shall first have assured said cor- 
poration that he will be a reasonably 
permanent customer, and (2) that he 
shall first have executed an agreement, 
the terms of which shall provide sub- 
stantially as follows: 

(a) Applicant shall agree to pay to 
said corporation the rates charged to 
customers served under paragraph 2 
above and in addition a surcharge of 
9 per cent (return, depreciation, taxes, 
and maintenance) per year of the ac- 
tual reasonable cost of such portion 


of said main extension (excluding the 
cost of any service pipe and acces- 
sories) that is in excess of 100 
feet distance from the end of the 
nearest gas main in said street if the 
size of said extension be 4 inches or 
less in nominal diameter in the case of 
low-pressure distribution or 2 inches 
or less in nominal diameter in the case 
of high-pressure distribution, or 9 
per cent of the estimated cost of a 4- 
inch main if said corporation lays a 
main greater than 4 inches in nom- 
inal diameter in the case of low- 
pressure distribution or 9 per cent of 
the estimated cost of a 2-inch main if 
said corporation lays a main greater 
than 2 inches in nominal diameter in 
the case of high-pressure distribution 
unless actual consumption estimated 
for the proposed consumer or consum- 
ers require larger sized mains in which 
event 9 per cent of actual reasonable 
cost of such mains shall be paid; said 
surcharge to be paid ratably at the end 
of each quarter or 6-month period ; 

(b) Whenever more than one cus- 
tomer is connected to said connection 
said surcharge shall be so adjusted as 
to yield to said corporation not more 
than said 9 per cent in any one year 
from all customers served from said 
extension and said surcharge shall be 
reasonably allocated to the several cus- 
tomers served from said extension, 
taking into account that 100 feet of 
main and a service are to be allowed 
without surcharge for each customer 
connected thereto; 


(c) Whenever the number of cus- 
tomers on a main extension multiplied 
by 100 feet shall equal or exceed the 
length of the main extension, or when- 
ever the total revenue in each of any 
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two consecutive calendar years from 
all customers on the main extension 
shall exceed one-fourth of the actual 
reasonable cost of said main exten- 
sion, said cost to be as hereinbefore de- 
fined, all surcharges shall cease; and 
no surcharge shall be imposed if the 
total estimated revenue in each of any 
two consecutive calendar years shall 
exceed one-fourth of said cost as de- 
fined in this paragraph; and (3) that 
he shall first have furnished reasonable 
security as to performance of his 
agreement if so required by said gas 
corporation ; 

4. A main shall be considered as 
high pressure when a governor is re- 
quired to be installed between the serv- 
ice connection to the main and the cus- 
tomer’s meter. 

5. The portion of the service pipe 
beyond the limits of a street, avenue, 


road or way as hereinbefore defined 
shall be provided, placed, constructed, 


and maintained in accordance with 
such reasonable rules and regulations 
for the construction and maintenance 
thereof as may be filed in the tariff 
schedules of said gas corporations. 


6. Whenever, at the request of an 
owner or occupant, a service pipe is 
provided through which service is not 
immediately desired, said property 
owner or occupant shall bear the entire 
reasonable expense of providing, plac- 
ing, and constructing the service pipe 


and accessories, but he shall be entitled 
to a refund whenever gas service is 
begun for such part of the expense as 
the gas corporation is hereinbefore re- 
quired to assume. Such refund shall 
be the cost of said service pipe and ac- 
cessories, less depreciation at the rate 
of 3 per cent per annum for the period 
which said pipe has been in the ground. 

7. All gas corporations shall here- 
after be solely responsible for the 
maintenance and replacement of all 
mains, service pipes, and facilities 
placed within a street, avenue, road, or 
way as hereinbefore defined used by 
said gas corporations for supplying 
gas to its customers; and if adequate 
maintenance requires the reconstruc- 
tion or replacement of such mains, 
service pipes, and facilities, said 
mains, service pipes, and facilities shall 
be reconstructed or replaced by the gas 
corporation responsible for mainte- 
nance as hereinbefore provided. 

8. Every gas corporation under the 
jurisdiction of this Commission shall 
include in its tariff schedules provi- 
sions carrying out the requirements of 
these rules and regulations. 

9. If any gas corporation is of the 
opinion that any of the rules herein- 
before set forth due to special facts or 
circumstances are unjust or unreason- 
able, it may make application to the 
Public Service Commission for a mod- 
ification of such rule or regulation. 
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Gateway City Transfer Company, 
Incorporated 


D. 
Public Service Commission et al. 


— Wis —, 14 NW(2d) 6 
April 14, 1944 


PPEAL from judgment for plaintiff in action to set aside 
P \ Commission order denying amendment of common motor 
carrier certificate; affirmed. 


Commissions, § 10 — Nature of power and function — Sufficiency of hearings. 
1. The power exercised by the Commission under §§ 194.04 and 194.23 of 
the state laws is legislative rather than judicial in character, and a hearing 
which satisfies the requirements for a legislative hearing is sufficient, p. 284. 

Procedure, § 39 — Time limitation for issuance of order. 


2. The statute providing that a Commission order must issue within sixty 
days after completion of the “hearing” on a petition refers to the time 
when the Commission has concluded the taking of evidence, p. 284. 
Certificates of convenience and necessity, § 169 — Validity of order — Violation 
of time limitation. 
3. A Commission order denying authority to amend a common motor car- 
rier certificate was invalid where the making of the order was delayed 
three months and where it did not become final until seven and one-half 
months after the hearing on the application closed, p. 286. 


Courts, § 4 — Powers of court — Legislative grant of certificate — Failure of 
Commission to act. 


4. A direct legislative grant of a certificate, resulting from the failure of 
the Commission to issue an order relating to the application for the cer- 
tificate within sixty days after the close of the hearing thereon, is not 
reviewable, since it is a legislative act done in the exercise of the power 
granted to the legislature by the Constitution, p. 286. 


> 


This action was begun on May 25, ulation the Motor Transport Company 
1943, by the Gateway City Transfer was made a party defendant. The 
Company, Inc., plaintiff, against the matter was heard. The court found 
Public Service Commission of Wis- in favor of the plaintiff and judg- 
consin, defendant, to set aside an or- ment was entered on November 5, 
der of the Commission so far as it 1943, setting aside the order of the 
denied plaintiff’s application. By stip- Commission so far as it denied to the 
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plaintiff an amendment to its common 
motor carrier certificate so as to in- 
clude the right to plaintiff to use High- 
way 15 between Milwaukee and East 
Troy for intrastate commerce, from 
which judgment each of the defend- 
ants appeal. 

The facts will be stated in the opin- 
ion, 


APPEARANCES: Arthur M. Sells and 
Cornelius T. Young, both of Milwau- 
kee, John E. Martin, Attorney Gen- 
eral, and H. T. Ferguson, Assistant 
Attorney General, for appellants; 
Philip H. Porter, of Madison, for 
respondent. 


ROSENBERRY, C.J.: The plaintiff, 
a common motor carrier, filed with the 
Commission an application to amend 
its common motor carrier certificate 
so as to authofize it to operate on U. 
S. Highway 15 between Milwaukee 
and East Troy and other points not 
material here. Its application to oper- 
ate between Milwaukee and East Troy 
was denied on the 18th day of De- 
cember, 1942. There was a rehear- 
ing and on April 28, 1943, the order 
of December 18, 1942, was affirmed. 

A hearing was held in Madison on 
August 31, 1942, and on September 
2, 1942, in the courthouse in Milwau- 
kee. The hearing was closed on Sep- 
tember 2, 1942. No evidence was 
taken thereafter. At the close of the 
taking of the testimony, the examiner 
asked, “Is there any desire to file 
briefs” ? whereupon counsel for plain- 
tiff asked permission to file a brief fif- 
teen days after receipt of the trans- 
cript. Ten days after the service of 
plantiff’s brief, defendants were to 
serve and file their brief. The order 


283 


was made 107 days after the conclu- 
sion of the hearing of evidence. 

Section 194.23(4) provides: “The 
Commission shall make its finding and 
issue its order on any application with- 
in sixty days after completion of the 
hearing on said petition. In the event 
of the failure to so make its finding 
and issue its order said petition shall 
be deemed to be granted except in 
cases where the applicant has in writ- 
ing agreed after the hearing to a fur- 
ther extension of time provided to 
make its finding and to issue its or- 
der.” 

In this case no stipulation in writ- 
ing was made. The plaintiff contends 
that by operation of the statute its 
application was granted sixty days 
after September 2, 1942. It is the 
contention of the Commission that the 
proceeding upon the application is 
quasi judicial in character; that such 
hearing must be held in such manner 
as to deprive no interested party 
thereto of his right to be afforded the 
essential protections of a common law 
hearing ; that those rights include the 
right to be heard by counsel upon the 
probative force of the evidence ad- 
duced by both sides and upon the law 
applicable thereto (State ex rel. Arnold 
v. Common Council [1914] 157 Wis 
505, 511, 147 NW 50); that if these 
rights be denied a party, he does not 
have the substantials of a common law 
hearing. 

The plaintiff contends that the word 
“hearing” as used in § 194.23(4) re- 
fers to the taking of testimony and 
that when that process is completed, 
the hearing is ended. It is apparent 
from the contentions of the Commis- 
sion and the arguments made and the 
authorities cited in support of them 
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that it is its view that “hearing” is 
used in § 194.23(4) in the same sense 
in which it was used in State ex rel. 
Arnold v. Common Council, supra. 
That case arose under the charter of 
the city of Milwaukee which provided 
for the removal of an officer for 
cause. A city ordinance required that 
the accused be given notice and a 
hearing, and the right to produce wit- 
nesses, manifestly a quasi judicial 
proceeding. 

[1] The power exercised by the 
Public Service Commission under 
§§ 194.04 and 194.23 is legislative and 
not judicial in character. By a con- 
sideration of the terms of the section 
that becomes apparent for it is pro- 
vided that in the event of the failure 
to make findings and issue an order 
within the time specified, the petition 
shall be deemed to be granted. If the 
power exercised were not legislative in 
character, certainly the legislature 
could not give such effect to a failure 
of the Commission to act. Being leg- 
islative in character, a hearing which 
satisfies the requirements for a legis- 
lative hearing is sufficient, the hear- 
ing being in no respect whatever, ju- 
dicial or quasi judicial. Section 
194.14 provides that: “In exercising 
the powers conferred by this chapter, 
the motor vehicle department shall be 
guided as to the procedure by the pro- 
visions of Chaps 195 and 196 in so 
far as the same are applicable and not 
inconsistent with the specific require- 
ments of thischapter. . . .” 

Under Chaps 195 and 196 the Pub- 
lic Service Commission exercises leg- 
islative powers and in other respects 
exercises judicial or quasi judicial 
powers so that we are not aided in 
54 PUR(NS) 
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this case by the references contained 
in § 194.14. 

Unless some care is exercised to 
preserve the distinction between legis- 
lative and judicial power when exer- 
cised by administrative bodies, the 
division of the government into co- 
Ordinate departments will become 
meaningless. In the statutes referred 
to both legislative power and judicial 
or quasi judicial power are exercised 
by the same body and the procedure 
for the exercise of the two separate 
powers is identical. 


[2] With these observations as a 
basis we must determine what the 
legislature meant by providing that 
the order of the Commission must 
issue within sixty days after comple- 
tion of the “hearing” on said petition. 
The principles of law involved in this 
case were reviewed and set forth in 
Norwegian Nitrogen Products Co. v. 
United States (1933) 288 US 294, 
317, 77 L ed 796, 53 S Ct 350, 359. 
In the opinion in that case Mr. Jus- 
tice Cardozo, speaking for the Court, 
reviewed the whole matter with thor- 
oughness and at length. While in that 
case the court was dealing with a body 
which was advisory rather than with 
one which had power to ordain, the 
principles laid down are generally ap- 
plicable. The Tariff Commission was 
a fact-finding body as is the Public 
Service Commission in the exercise of 
the powers conferred upon it by 
§ 194.23. After reviewing the back- 
ground of the commerce act and ana- 
lyzing the statute, the court concludes 
as follows: 

“We are not unmindful of cases in 
which the word ‘hearing’ as applied 
to administrative proceedings has been 
thought to have a broader meaning. 
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All depends upon the context. There 
is no denial of the power of Congress 
to lay bare to the business rivals of 
a producer and indeed to the public 
generally every document in the office 
of this Commission and all the infor- 
mation collected by its agents. The 
question for us here is whether there 
was the will to go so far. The answer 
will not be found in definitions of a 
hearing lifted from their setting and 
then applied to new conditions. The 
answer will be found in a considera- 
tion of the ends to be achieved in the 
particular conditions that were expect- 
ed or foreseen. To know what they 
are, there must be recourse to all the 
aids available in the process of con- 
struction, to history and analogy and 
practice as well as to the dictionary. 
Much is made by the petitioner of the 
procedure of the Interstate Commerce 
Commission when regulating the con- 
duct or the charges of interstate car- 
riers, and that of the Public Service 
Commissions of the states when regu- 
lating the conduct or the charges of 
public service corporations. The Tar- 
iff Commission advises; these others 
ordain. There is indeed this common 
bond that all alike are instruments in 
a governmental process which accord- 
ing to the accepted classification is 
legislative, not judicial. . . . The 
Commerce Act, as it stands today, and 
kindred statutes in the states, are in- 
stinct with the recognition of a duty 
to give a hearing of such a kind that 
the courts will understand why a 
Commission has acted as it has if their 
supervisory powers are afterwards in- 
voked for enforcement or revision. 
No such inference is to be drawn from 
the act before us now.” 

Section 194.13, Stats 1943, pro- 
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vides: “Orders and determinations 
made pursuant to this chapter shall be 
subject to review in the manner pro- 
vided in Chap 227.” 

This section was not in force at the 
time of the commencement of this 
action on May 25, 1943. Prior to the 
enactment of Chap 227, Stats by Chap 
375, Laws of 1943, orders made un- 
der the provisions of Chap 194, Stats 
were subject to review in accordance 
with the provisions of Chap 196, Stats. 
In this case therefore we have no oc- 
casion to consider the effect of 
§ 227.20(1), which provides: 

“The court may affirm a decision of 
the agency or may reverse or modify 
it if the substantial rights of the ap- 
pellant have been prejudiced as a re- 
sult of the administrative findings, 
inferences, conclusions, or decision 
being: (a) Contrary to constitutonal 
rights or privileges” etc. 

This section did not become effec- 
tive until June 2, 1943, and does not 
by its terms apply to pending actions. 

A consideration of § 194.23(4) dis- 
closes the intention of the legislature. 
The proceedings were to be concluded 
within sixty days and therefore are 
summary in character. In the event 
of failure to issue its order within that 
time, the petition was deemed to be 
granted. The time within which the 
decision was to be made was to be 
extended only when the applicant 
agreed to an extension of time in writ- 
ing. In the exercise of the legislative 
function under this section, the Com- 
mission is required to do no more than 
to grant such a hearing as is generally 
accorded prior to the exercise of legis- 
lative power, such for instance as is 
accorded by legislative committees 
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which have before them proposed leg- 
islation. 

It is considered that having in mind 
the purpose of the statute, the lan- 
guage of the statute clearly indicates 
that the legislature intended that the 
Commission should accord an appli- 
cant for a license as a common motor 
carrier a prompt hearing and issue its 
order within the time specified. That 
is indicated by the fact that the legis- 
lature provided that unless the time 
for hearing was extended upon the 
written consent of the applicant, the 
failure of the Commission to make an 
order within the time specified should 
operate to give the applicant a direct 
legislative license in accordance with 
its application. The question of 
whether the applicant should be grant- 
ed a license is a pure question of fact 
under the statute. If it appears upon 
the hearing that the conditions which 
exist create a situation where public 
convenience and necessity will be 
served by granting the petition, it is 
the duty of the Commission to grant 
it. United Parcel Service v. Public 
Service Commission (1942) 240 Wis 
603, 44 PUR(NS) 438, 4 NW(2d) 
138, 5 NW(2d) 635. No question 
of law being involved the legisla- 
ture was no doubt of the opinion that 
there was no need of postponing the 
decision in order to permit parties to 
file briefs. At the close of the hear- 


ing with the evidence all in the matter 
could be as well argued then as at any 
time later. 

From all these considerations we 
arrive at the conclusion that the word 
“hearing” as used in § 194.23(4) re- 
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fers to the time when the Commission 
has concluded the taking of evi- 


dence. If the procedure followed in 
this case is proper, then the whole in- 
tent and purpose of the legislature to 
provide a hearing somewhat summary 
in character and to require the com- 
mission to make and file its order 
promptly will be frustrated and the 
trial court correctly so held. 

[3, 4] In this case the making of 
the order was delayed three months. 
It did not become final until seven and 
one-half months after the hearing 
closed. At the time the Commission 
made its order, which is sought to be 
reviewed in this proceeding, it had no 
jurisdiction to make the order. When 
the order was made on Deecmber 18, 
1942, under the terms of the statute, 
the appellant had already received a 
direct legislative grant of a license in 
accordance with its application. The 
making of that grant cannot be re- 
viewed by this or any other court for 
the reason that it is a legislative act 
done in the exercise of the power 
granted to the legislature by the con- 
stitution and therefore not subject to 
court review. There is no provision 
in the statute which indicates that the 
Commission in a proceeding which re- 
sults in the grant of a legislative li- 
cense has any power or authority to 
set aside the legislative grant. 

The conclusion we have reached in 
this case makes it unnecessary to con- 
sider other questions sought to be 
raised relating to the sufficiency of the 
evidence and other like matters. 


Judgment affirmed. 
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RE PENNSYLVANIA EDISON CO. 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Pennsylvania Edison Company 


Application Docket No. 62810 
June 27, 1944 


PPLICATION by electric utility company for approval of 
A agreement with codperative corporation providing for 
transfer of distribution and service lines, facilities, and appurte- 

nances; denied. 


Consolidation, merger, and sale, § 28 — Grounds for disapproval — Service and 
rate questions — Acquisition by codperative. 

An agreement between an electric utility company and an electric coopera- 
tive corporation providing for the sale of distribution lines to the coop- 
erative should be disapproved when there is no assurance that the con- 
sumers involved will secure any advantage if the application is approved, 
but, on the contrary, there is specific and convincing evidence that their 
rates will be higher and their service less satisfactory. 


(BucHaNnan, Commissioner, dissents.) 


By the Commission: This appli- 
cation by Pennsylvania Edison Com- 
pany (Pennsylvania Edison) filed Feb- 
ruary 16, 1944, seeks Commission 
approval of an agreement between 
Pennsylvania Edison and Valley Rural 
Electric Cooperative, Inc. (Codpera- 
tive) providing for the sale of cer- 
tain electric distribution and service 
lines with facilities located in Hunt- 
ingdon and Juniata counties. 

Pennsylvania Edison proposes to 
sell to Codperative: (1) an electric 
distribution line approximately 8 miles 
in length extending from the borough 
of Rockhill to the village of Shade 
Gap in the township of Dublin, all in 
Huntingdon county, (2) an electric 
distribution line approximately 30 


miles in length extending from a 
point near Blairs Mills, Tell Town- 
ship, Huntingdon county, through the 


villages of Waterloo, East Waterford, 
Spruce Hill, Academia, and Walnut 
in the township of Beale, Juniata 
county, and (3) Cooperative proposes 
to sell to Pennsylvania Edison an elec- 
tric distribution line approximately 3 
miles in length located in the borough 
of Mt. Union and the township of 
Shirley, Huntingdon county, and ter- 
minating at a pumping station of the 
Sinclair Refining Company. The pe- 
tition states that for several years Co- 
Operative has endeavored to purchase 
the two lines and, in order to expedite 
the negotiations, it was willing to 
transfer the Sinclair Refining Com- 
pany line to Pennsylvania Edison as 
part payment. It is indicated that the 
acquisition of the two Pennsylvania 
Edison lines would result in a saving 
of considerable construction costs to 
Coéperative. The agreement covering 
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these transactions terminates at mid- 
night June 30, 1944, unless the re- 
quirements of the agreement have 
been satisfied or unless the parties have 
agreed to an extension of the contract. 
Neither of these provisions have been 
consummated. Hearing has been held 
and the case is before us for disposi- 
tion, 

No protest has been entered against 
the proposals except for the transfer 
of the Blairs Mills-Walnut line to the 
Cooperative. Nine individual protes- 
tants now receiving service from this 
line appeared voluntarily at the hear- 
ing without counsel and testified to 
four basic causes of protest summa- 
rized as follows: 

1. That the service of Pennsyl- 
vania Edison has been “eminently sat- 
isfactory” with maxmium interrup- 
tions of one-half hour, whereas on 
neighboring lines of Codperative, serv- 
ice interruptions up to forty-eight 
hours in length have been experi- 
enced. 

2. That the cost of the line to Penn- 
sylvania Edison was the basis for 
minimum charges (which will soon be 
eliminated), whereas if Cooperative 
purchases the line the patrons must in 
some manner underwrite the cost to 
Cooperative, thus duplicating their 
payments. 

3. That the rates of Codperative are 
higher than those of Pennsylvania 
Edison. 


4. That the Codperative feeder-line 
traverses an undeveloped section of 
country, whereas the Pennsylvania 
Edison feeder-line is located along the 
highway and is accessible to repairs. 

The testimony of these witnesses 
was supported by details such as the 
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fact that Pennsylvania Edison main- 
tains a service employee at Dry Run, 
a locality well situated for speedy re- 
sponse to service calls, whereas the 
Codperative service system is located 
at Huntingdon which is a considerable 
distance from the line. The Codpera- 
tive manager, however, has stated of 
record that a lineman and helper will 
be stationed at Shade Gap if Codpera- 
tive acquires the line. 

Pennsylvania Edison stated, in its 
replies to our questionnaires, which are 
of record in this proceeding, that the 
Rockhill-Shade Gap line was con- 
structed in 1937 and a monthly mini- 
mum charge of $2 per connection was 
established. The Blairs Mills-Walnut 
line was constructed in three sections 
in 1936, 1937, and 1940 and a month- 
ly minimum charge of $4.50 per con- 
nection was established. However, 
effective April 1, 1944, Pennsylvania 
Edison revised its line extension rule 
to provide for the termination of all 
guaranties after an extension has been 
in service for five or more years. The 
revision will result eventually in a re- 
duction of minimum charges to 75 
cents for residential consumers and to 
$1 for general service consumers. 
However, these reduced minimums 
have not been applied by Pennsylvania 
Edison because of the agreement with 
Codperative, which forbids rate 
changes. We must, therefore, admon- 
ish Pennsylvania Edison for entering 
into an agreement which nullifies the 
provisions of its tariffs as filed from 
time to time with the Commission in 
the manner prescribed by law. 

A comparison of residential rates 
between the Pennsylvania Edison and 
Cooperative as contained in the an- 
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swers to the questionnaires are tabu- 
lated as follows: 


Kilowatt Pennsylvania 
Hours Use Edison Codperative 
Fi incecessee $0.75 minimum $2.75 minimum 
MOF rec sutecets 2.40 75 
SP 2 Seas tcea 2.70 3.30 
) aeree rece 3.00 3.85 
75 ceaates ous 3.45 4.68 
Os hcie cs ne 3.90 5.20 
WOO svcesaes 4.20 5.45 
OS aieaswas 4.95 6.08 
LEO ew arieecta 5.70 6.70 


The record indicates that Pennsyl- 
vania Edison, as of April 26, 1944, 
served 163 of a total of 197 consum- 
ers on the lines under the above resi- 
dential rates, and the remaining 34 
consumers under the general service 
rates with a minimum charge of $1 
with an allowance of 11 kilowatt hours 
and a charge of 5 cents per kilowatt 
hour for the next 739 kilowatt hours. 

The revised line extension rule filed 
effective April 1, 1944, if applied by 
Pennsylvania Edison to 61 consumers 
on the Shade Gap line, will show in 
effect a reduction in the total monthly 
guaranties from $150.50 to $68.60 or 
a difference of $81.90 per month. The 
Blairs Mills-Walnut line with 136 
consumers will show in effect a reduc- 
tion from $589.69 to $356.26 in 
monthly guaranties or a difference of 
$233.43 per month. 

The record further developed the 
following: Pennsylvania Edison does 
not have other distribution facilities 
in the immediate vicinity of the lines 
it now proposes to sell to Codperative, 
but does have facilities at or near the 
origin of the lines. Pennsylvania Edi- 
son, by selling to Codperative only the 
physical property of the lines, does not 
surrender, cancel, or dispose of any 
of its corporate or franchise rights 
in the territory involved. However, 
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these transfers practically would pro- 
hibit Pennsylvania Edison from exer- 
cising its rights in this territory since 
to provide service it would be neces- 
sary to establish duplicate lines. 

Testimony in support of the trans- 
fer of the Shade Gap line to the Co- 
Operative was presented by several 
consumers representing a minority of 
the patrons connected to the line, their 
complaints against Pennsylvania Edi- 
son being based upon unsatisfactory 
relations, particularly minimum 
charges for connections to several 
consumers, the service and rates of 
Pennsylvania Edison appearing to be 
otherwise satisfactory 

Upon the record, therefore, the is- 
sue as to the Shade Gap and Walnut 
lines is whether we should approve 
transactions which will increase rates 
to consumers; and relieve Pennsyl- 
vania Edison from performance of its 
charter obligations in the territory ad- 
jacent to the lines. Against these ob- 
jectionable features of the proposal 
the parties set only one major advan- 
tage, that of a saving of construction 
expense to Codperative and this con- 
sideration, too, has its adverse aspect, 
since the Cooperative lines are con- 
structed through semiwild territory, 
whereas the Pennsylvania Edison lines 
parallel the traveled highways. 

Generally speaking, we lay our- 
selves open to the charge of evasion 
of duty if, without compelling evi- 
dence, we permit a Pennsylvania pub- 
lic utility under our control as to rates 
and service to transfer patrons to a 
body over which we have no juris- 
diction. Since the legislature has 
deemed our supervision salutary, we 
cannot lightly approve its negation. 
The record in this case presents no 

54 PUR(NS) 














assurance that the consumers involved, 
to whose protection and care our ac- 
tions must be directed, will secure any 
advantage if this application is ap- 
proved. On the contrary, there is 
specific and convincing evidence that 
their rates will be higher and their 
service less satisfactory. Further- 
more, since Cooperative does not gen- 
erate any portion of the energy which 
it sells and since it intends to purchase 
the energy distributed through these 
lines from Pennsylvania Edison, ap- 
proval of the transaction would intro- 
duce Codperative as a middleman be- 
tween the generating public utility and 
the consumers. Under these circum- 
stances the application, so far as it re- 
lates to the Shade Gap and Walnut 
lines, must be refused. 


The transfer of the Sinclair line is 
not subject to the objections stated, 
but is apparently proposed merely as 
part payment for the other lines; 
therefore, 

Now, to wit, June 27, 1944, it is 
ordered: That approval of the agree- 
ment between Pennsylvania Edison 
Company and Valley Rural Electric 
Cooperative, Inc. providing for the 
sale by the respective parties unto the 
other of certain electric distribution 
and service lines, facilities and appur- 
tenances thereto, located in the coun- 
ties of Huntingdon and Juniata, be 
and is hereby denied. 


The Chairman being absent did not 
participate in the vote on this order. 


BUCHANAN, Commissioner, dis- 
senting: This case makes history 
through the fact that there is not a 
scintilla of competent evidence upon 
which the majority’s conclusions deny- 
ing the application could be based with 
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the one exception of the evidence as 
to rates which I will discuss later. 

Apparently this application was filed 
on February 16, 1944, by Pennsyl- 
vania Edison Company (Edison) af- 
ter arm’s-length bargaining with Val- 
ley Rural Electric Cooperative, Inc. 
(Co-op) and it represented an amica- 
ble agreement reached pursuant there- 
to. Giving recognition to the judg- 
ment of the utility’s management in 
reaching such agreement would re- 
quire our prompt approval of the ap- 
plication; Pennsylvania Teleph. Corp. 
v. Public Utility Commission (1943) 
153 Pa Super Ct 316, 51 PUR(NS) 
108, 33 A(2d)765. I do not quote 
this opinion with approval but only to 
show what the attitude of the courts 
would be under such circumstances. 

However, during the course of our 
administration of the application Edi- 
son filed a new tariff reducing mini- 
mum rates to its customers in rural 
areas; permitted its employees to cir- 
culate petitions opposing the applica- 
tion and to make erroneous statements 
concerning the transfer of facilities 
from Edison to Co-op; and otherwise 
indicated an adverse position to its 
own application but it did not with- 
draw the application seeking the trans- 
fer of the facilities. 

The competent evidence in the rec- 
ord before us is conclusive that the 
service of Co-op is presently at least 
equal to that of Edison; that with the 
acquisition of the Edison feeder-line 
near Shade Gap and the stationing of 
a lineman and helper in the area, Co- 
op’s service will be improved and be 
definitely better than that presently 
rendered by Edison or Co-op ; that the 
transfer to Co-op will permit the 
elimination of duplicating facilities 
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such as lines, transformers, etc. and 
make available 3-phase, 220-volt serv- 
ice to all customers acquired from 
Edison; and finally through the op- 
portunity for the integration of the 
two properties and the construction of 
an additional 80 miles of new line 
which would supply 674 new custom- 
ers not presently serviced by either 
Co-op or Edison approval of the ap- 
plication would make electric service 
available through Shade Valley at 
standard Co-op rates which for such 
new extensions are much lower than 
Edison rates either at the time of ap- 
plication or under the new rates. 

As to the question of rates, it must 
be noted that the majority opinion in 
discussing this question referred only 
to a reduction in minimum rates. It 
is consumption of energy by each cus- 
tomer which fixes the relationship of 
two rate schedules not minimums 
alone. Unfortunately the record is 
deficient in consumer consumption 
data except total monthly consumption 
and total monthly billings during the 
year 1943. Apparently on this basis 
the present customers of Edison would 
benefit by continuing under the Edison 
rates as a group. 

However, this picture is defective 
as to individual cases anda consid- 
erable number of reductions even un- 
der the new Edison rates would occur 
to individual Edison customers by 
transfer to Co-op rates. The complete 
data, if available, would be very in- 
teresting and revealing in individual 
cases and also conclusively demon- 
strate, in my opinion, that the new 
Edison minimums as such would have 
little effect in either Shade Gap or the 
Walnut, etc., areas. If should also be 
pointed out that the commercial and 
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small power service rates of Co-op are 
vastly more advantageous than Edi- 
son’s general service rates and par- 
ticularly is this true as to schools and 
churches and where under the Edison 
schedules two different services are 
taken and two or more minimums are 
charged. 

The rate issue seems to me to be- 
come moot when in situations such as 
this the REA policy is considered. 
While not a record matter here, it 
seems to be the standard policy of the 
Rural Electric Administration to ac- 
cept those rates that are lower than 
REA standards so that objections such 
as are here presented would be defi- 
nitely removed. I have been informed 
that this REA policy would have been 
applied in this case which would have 
resulted in no increases in rates what- 
soever. 

The majority makes much over the 
fact that Co-op’s construction though 
less expensive is usually to be found 
removed from paved highways. It 
might also be said that if the Co-op 
did not render service to everybody, 
neither the Shade Gap nor the Walnut 
areas would have received service from 
Edison. The Co-op by just such pol- 
icy compelled the construction of the 
two lines in question. The majority 
decision puts an end to any such bene- 
fits in adjoining territory. 

The majority also makes a point 
that approval of this application 
“would introduce Co-op as a middle- 
man between the generating public 
utility and the consumers.” I see noth- 
ing wrong with that situation and 
personally believe that both consumers 
and utility would benefit thereby. That 
is the situation presently existing on 
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all Co-op lines—a condition compelled 
by the utility’s failure to develop its 
chartered territory. Either the utility 
or this Commission or both were re- 
sponsible for the necessity of the Co- 
op in the first place. Our neglect or 
that of the utility should not be used 
now to prevent the Co-op from ren- 
dering a better service to all the terri- 
tory at the same or better rates than 
the utility is willing to give to only a 
small part or what might be designated 
as the ‘“‘cream” of the territory. 

The Cooperative is the essence of 
home rule. It is a nonprofit organi- 


zation operated directly by its owners 
who are the consumers of electric 
energy transmitted over its lines. If 
its efficiency of operation were coupled 
with reasonable wholesale electric rates 
then rates in Shade Valley could be 
slashed far below those now charged 
by either Co-op or Edison but I believe 
rates have little to do with the over-all 
picture as here presented. 

The majority action on the basis of 
this record is against the public inter- 
est. It is harmful to Co-op; to 674 
prospective customers; to 197 present 
Edison customers and to Edison itself. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Allegany Gas Company 


Application Docket No. 62821 
July 11, 1944 


PPLICATION by gas company for approval of acqusition of 
l \ certain equipment from an affiliated company; dismissed. 


Consolidation, merger, and sale, § 14 — Necessity of Commission approval — 
Equipment not used in public service. 
Commission approval, under § 202 of the Public Utility Law, is not re- 
quired for the purchase by a gas company from an affiliated development 
corporation of tractors, trucks, and trailers not presently used or useful in 
the public service, where no transfer of patrons is involved. 


(BucHANAN, Commissioner, dissents. ) 


By the Commission: This applica- 
tion seeks Commission approval of the 
purchase by Allegany Gas Company 
from New Penn Development Cor- 
poration, an affiliate, of certain trac- 
tors, trucks, and trailers no longer use- 
ful to New Penn Development Cor- 
poration, but which will be essential 
to Allegany Gas Company in main- 


taining and operating its producing 
wells and maintaining its transmission 
and distribution systems in the supply 
of natural gas to its consumers. No 
protest has been filed and no hearing 
has been held. The proposed purchase 
does not involve the transfer of any 
consumers. 


Allegany Gas Company, a public 
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utility, is a Pennsylvania corporation 
engaged in producing and distributing 
gas in this commonwealth. 

New Penn Development Corpora- 
tion, a Delaware corporation author- 
ized to do business in Pennsylvania, 
is a nonutility engaged in producing 
wholesale natural gas in northern 
Pennsylvania and southern New York. 
By agreement dated August 31, 1940, 
the New Penn Development Corpora- 
tion sold certain leaseholds, wells, 
gathering lines, and transmission lines 
to Allegany Gas Company ; said agree- 
ment was approved by us December 
17, 1940, at A. 59781. Since said sale 
the corporation has no further use for 
the equipment it proposes to sell. 

The property proposed to be pur- 
chased by Allegany Gas Company 
comprises one Cletrac Crawler, one 
Caterpillar Tractor, three trucks, three 
trailers, and one bailer. Allegany Gas 
Company has agreed to purchase the 
aforesaid property at a price of $12,- 
822.48. 

In support of the purchase price of 
$12,822.48 the following tabulation 
has been prepared : 





Original Selling 

Item Cost Price 
Cletrac crawler ......... $2,378.03 $1,783.52 
Caterpillar tractor ...... 2,969.40 2,227.05 
HAUG « cirau ores use he wale RPGs) ©. ohswes 
G. M. C. truck (1935) .. 3,271.59 1,000.00 
Ford truck (1927) ..... 1,303.72 651.86 

Int. Harvester truck 

CAFES ccsicsatice vances 6,460.42 3,230.21 
Trailmobile trailer ...... 3,557.79 2,669.84 
Transport trailer ....... 1,680.00 1,260.00 
Homemade thatleeieciés ccc: cians”. sacsac 
ROE... Se esakGaess $21,662.60 $12,822.48 


Petitioner seeks the issuance of a 
certificate of public convenience evi- 
dencing our approval of the acquisi- 
tion of the aforesaid items of prop- 
erty under §§ 202(e) and 702 of the 
Public Utility Law. 
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Section 702 of the Public Utility 
Law was declared unconstitutional on 
September 29, 1941: Bell Teleph. Co. 
v. Driscoll (1941) 343 Pa 109, 40 
PUR(NS) 375, 21 A(2d) 912. Even 
if the invalidation of § 702 be taken 
to revive § 11(b), Art. III, of The 
Public Service Company Law of 
1913, the instant application does not 
fall within the provisions thereof; 
hence, our approval is not required 
thereunder. 

The subject matter of the instant 
application, if it comes within our 
jurisdiction at all, must come within 
the provisions of § 202(e) of the Pub- 
lic Utility Law, which provide as fol- 


- lows: 


“Section 202. Enumeration of Acts 
Requiring Certificate. — Upon ap- 
proval of the Commission, evidenced 
by its certificate of public conven- 
ience first had and obtained, and 
upon compliance with existing laws, 
and not otherwise, it shall be lawful: 

(e) For any public utility, 
except a common carrier by railroad 
subject to the Interstate Commerce 
Act, to acquire from, or to transfer 
to, any person or corporation, includ- 
ing a municipal corporation, by any 
method or device whatsoever, includ- 
ing a consolidation, merger, sale, or 
lease, the title to, or the possession or 
use of, any tangible or intangible 
property used or useful in the public 
service: Provided, however, that such 
approval shall not be required—(1) if 
the undepreciated book value of the 
property to be acquired or transferred 
does not exceed $1,0000; or (2) if the 
undepreciated book value of the prop- 
erty to be acquired or transferred does 
not exceed the lesser of (a) 2 per 
centum of the undepreciated book 
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value of all of the fixed assets of such 
public utility, or (b) $5,000 in the case 
of personalty or $50,000 in the case 
of realty; or (3) if the property to be 
acquired is to be installed new as a 
part of or consumed in the operation 
of the used and useful property of 
such public utility ; or (4) if the prop- 
erty to be transferred by such public 
utility is obsolete, worn-out, or other- 
wise unserviceable. 

“But exceptions (1), (2), (3), and 
(4) shall not be applicable, and ap- 
proval of the Commission evidenced 
by a certificate of public convenience 
shall be required, if any such acquisi- 
tion or transfer of property involves 
a transfer of patrons.” 

An examination of this section dis- 
closes that the legislature established 
therein a test for the purpose of de- 
termining the type and character of 
transactions sought to be regulated by 
this section. The test is, whether or 
not the proposed purchase or transfer 
involves: “ any tangible or 
intangible property, used or useful in 
the public service.” Thus it is the 
character of the property as deter- 
mined by the purpose of the section 
which is controlling. The four ex- 
emptions clearly indicate that it was 
not the legislative intent to require 
Commission approval of every trans- 
fer or acquisition of property falling 
within the requirements of the test. 
But, in the final clause of the section, 
none of the exemptions are applicable 
ae if any such acquisition or 
transfer of property involves a trans- 
fer of patrons.” By that final clause 
property falling within the test is re- 
stricted to public utility property, used 
and useful in the public service, for 
otherwise a transfer of patrons could 
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not be involved. It appears that the 
sole purpose of the legislature in writ- 
ing this section into the Public Util- 
ity Law was to prevent the acquisition 
or transfer of property used or use- 
ful in the public service to the detri- 
ment of the public. Upon consider- 
ing the test in relation to the purpose 
of the section, it would appear that 
the legislature intended that property 
which is subject to our jurisdiction 
is such property, tangible or intan- 
gible, which is presently or now used 
or useful in the public service. 

From a consideration of all the 
facts we are of the opinion and so find 
and determine that the proposed pur- 
chase does not involve property which 
is now used or useful in the public 
service and that no transfer of patrons 
is involved. This being the case the 
purchase does not require our approval 
and for this reason the application 
must be dismissed; therefore, 

Now, to wit, July 11, 1944, it is 
ordered: That the instant application 
be and is hereby dismissed. 


The chairman being absent did not 
participate in the vote on this order. 


BUCHANAN, Commissioner, dis- 
senting: The Commission says in the 
first paragraph of its order: 

“This application seeks Commission 
approval of the purchase by Allegany 
Gas Company from New Penn De- 
velopment Corporation, an affiliate, of 
certain tractors, trucks, and trailers no 
longer useful to New Penn Develop- 
ment Corporation, but which will be 
essential to Allegany Gas Company 1m 
maintaining and operating its produc- 
ing wells and maintaining tts trans- 
mission and distribution systems in 
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the supply of natural gas to its con- 
sumers.” 


The applicable section of the Pub- 
lic Utility Law reads as follows: 

“Section 202.. Enumeration of Acts 
Requiring Certificate. — Upon ap- 
proval of the Commission, evidenced 
by its certificate of public convenience 
first had and obtained and upon com- 
pliance with existing laws, and not 
otherwise, it shall be lawful: 
(e) For any public utility, except a 
common carrier by railroad subject to 
the Interstate Commerce Act, to ac- 
quire from, or to transfer to, any per- 
son or corporation, including a mu- 
nicipal corporation, by any method or 
device whatsoever, including a con- 
solidation, merger, sale, or lease, the 
title to, or the possession or use of, 
any tangible or intangible property, 
used or useful in the public service; 
Provided, . . .” 

The Commission then says in the 
last paragraph of its order: 

“From a consideration of all the 
facts we are of the opinion and so find 
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and determine that the proposed pur- 
chase does not involve property which 
1s now used or useful in the public 
service and that no transfer of patrons 
is involved. Having so found the ap- 
plication must be dismissed.” (Italics 
supplied. ) 

It was the “finely spun logomachy 
which is the delight of the lawyers 
and judges” that made the adminis- 
trative process necessary. 

It was such dangerous playing with 
words by the Pennsylvania appellate 
courts that has destroyed the legisla- 
tive intent contained in the Public 
Utility Law on at least three occasions. 
Now the disease seems to have crept 
into the Commission itself. 

What we say is essential and there- 
fore useful in the first paragraph of 
this order we say is nonessential and 
useless in the last paragraph. 

To accomplish this remarkable turn- 
about the majority’s reasoning does 
not even have the grace to be “fine 
spun.” It is crude to the extent of 
being silly. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Combined Billing for Electric Service 


Case 10752 
June 8, 1944 


ROCEEDING on motion of Commission as to practices of cer- 
Pine electric corporations of combining under one contract 
electric service rendered through two or more meters for the 
purpose of computing bills; rules and regulations prescribed. 

For earlier case, see (1943) 47 PUR(NS) 86. 
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Rates, § 313 — Multiple meters — Combination of readings — Uniform rules — 

War conditions. ; 

1. An order should be issued to bring about uniformity in the treatment 

of multiple meters and to determine under what conditions a combination 

of meter readings may be made the basis of bills to consumers of electric 

utilities, although the requirement may temporarily be held in abeyance 

because of inability to comply when under war conditions the rules of a 

Federal authority prevent utilities from obtaining a sufficient number of 
meters, p. 302. 


Rates, § 313 — Multiple meters — Combined billing. 
2. Each consumer, so far as practicable, should be served through one 
meter, and the combination of meters for billing purposes is not in the 
public interest when it can be avoided, although there are conditions which 
make it impracticable and impossible in certain respects to require that 
all circuits in the space occupied by one consumer be brought together at 
one point and a single meter used to measure all service rendered, p. 303. 
Service, § 311 — Multiple meters — Requirements of customer. 
3. An electric utility should provide as many meters as a customer desires, 
provided the circuits connected with each such meter are kept separate and 
distinct from all other circuits, with the result that in a sense each meter 
becomes a separate consumer, p. 303. 


Service, § 311 — Multiple metering — Uninterrupted service. 
4. A primary consideration of adequate service is that it shall be uninter- 
rupted, and if, in order to service a customer, multiple meters are neces- 
sary to render uninterrupted service, he should not be disadvantaged in any 
respect, p. 304. 


Service, § 311 — Multiple metering — Electric utilities — Rules. 
Discussion of rules and regulations prescribed by the New York Commis- 
sion relating to multiple meters for electric service, p. 304. 

Rates, § 313 — Combined billing — Electric utilities — Rules. 
Discussion of rules and regulations prescribed by the New York Commis- 
sion relating to multiple metering of electric service and combination of 
service rendered through two or more meters for the purpose of comput- 
ing bills, p. 304. 


> 





APPEARANCES: Gay H. Brown, 
Counsel (by John T. Ryan, Assistant 
Counsel), for the Public Service Com- 
mission; Thomas D. Thacher, Cor- 
poration Counsel (by Harry Hertzoff, 
Assistant Corporation Counsel), New 
York city, for the city of New York; 
Whitman, Ransom, Coulson & Goetz 
(by Jacob H. Goetz), New York city, 
Attorneys, for Consolidated Edison 
Company of New York, Inc., Brook- 
lyn Edison Company, New York & 


Queens Electric Light and Power 
Company, Westchester Lighting Com- 
pany, and Yonkers Electric Light and 
Power Company; Charles G. Blakes- 
lee, Mineola, Long Island, Attorney, 
for Long Island Lighting Company, 
Queens Borough Gas and Electric 
Company, and Nassau and Suffolk 
Lighting Company; Naylon, Aronson 
& Foster (by George Foster, Jr.), 
New York city, Attorneys, for New 
York State Electric & Gas Corpora- 
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tion, The Patchogue Electric Light 
Company, Staten Island Edison Cor- 
poration ; LeBoeuf & Lamb (by. Lau- 
man Martin), New York city, At- 
torneys, for Central New York Power 
Corporation, Niagara, Lockport and 
Ontario Power Company, New York 
Power and Light Corporation and 
Lockport and Newfane Power and 
Water Supply Company; Whitman, 
Dey & Nier (by Earl L. Dey), Roch- 
ester, Attorneys, for Rochester Gas & 
Electric Corporation; C. S. Daily, 
Municipal Building, Ilion, Superin- 
tendent, Ilion Board of Light Commis- 
sioners; J. J. Naughton, Solvay, Su- 
perintendent, village of Solvay; Har- 
old J. Treanor, New York city, Coun- 
sel, Real Estate Board of New York; 
Frank W. Chambers, New York city, 
Attorney, for Trinity Church, Sailors 
Snug Harbor, and others; John I. 
Conroy, New York city, Secretary, 
Midtown Building Owners, Inc.; E. 
M. Potter, New York city, Vice Presi- 
dent, Ivan T. Johnson Co., Inc. ; Ed- 
win S. Guilford, New York city, 
Supervising Engineer, P.E.E., Charles 
F. Noyes Co., Inc.; Cyril J. Stanby, 
New York city, Attorney, for Rocke- 
feller Center, Inc.; A. L. Stein, New 
York city, President, National Elec- 
tric Service Corporation; Gould & 
Wilkie (by M. S. Lockhart), New 
York city, Attorneys, for Central 
Hudson Gas and Electric Corpora- 
tion; S. Palmer, New York city, 
Vice President, Interboro Electric 
Light and Power Company, Hearst 
International, United Cigars, and 
other consumers of Consolidated Edi- 
son Co., Inc.; Charles B. Best, New 
York city, Vice President, Springler 
& Van Buren Estates, Inc.; Ralph 
Dudley, New York city, President, 
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Curtis Operating Corporation ; Arthur 
Bonn, New York city; Aaron Gural, 
New York city, for Speary Co., Inc., 
R. E. Agent; Wise, Shepard, Hough- 
ton & Tebett, Attorneys (by Benja- 
min Rockmore), New York city, for 
Corporation of Trinity Church; E. H. 
Ericsson, New York city, charge of 
real estate, Paramount Broadway Cor- 
poration; Elias Schlank, New York 
city, for East River Savings Bank, 
Mutual Life Insurance Co., and others 
similarly situated; Ralph P. Phillips, 
New York city, appearing for Ex- 
change Buffet Corporation; J. H. 
Walters, New York city, for B. F. 
Keith Corporation; George C. Erk- 
mann, New York city, representing 
several Loew’s Theatres. 


By the Commission: On January 
11, 1943, 47 PUR(NS) 86, the Com- 
mission adopted an order prescribing 
general rules covering the combining 
under one contract of electric service 
rendered through two or more meters. 

Ordering clauses 1, 2 and 3 of the 
order of January 11th are as follows: 

“1, That every electric corporation, 
gas and electric corporation, and mu- 
nicipality furnishing electric service 
shall provide electric meters in suf- 
ficient numbers to supply adequate 
electric service to each customer. The 
electric service rendered through each 
such meter shall be billed according to 
the appropriate rate classification, pro- 
vided however that until January 1, 
1945, the registration of such meters 
shall be combined to determine the 
amount to be paid by said customer 
under the appropriate rate classifica- 
tion only (a) when the characteristics 
of the service rendered to said cus- 
tomer are such as to permit said serv- 
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ice to be measured through one meter 
at one point within said customer’s 
premises and (b) when the use of 
more than one meter is necessary be- 
cause local ordinances, safety of the 
public or conditions upon the distri- 
bution system of the utility so require, 
and provided further that after said 
date registrations of meters shall be 
combined only when the characteris- 
tics of the service rendered are such 
as to permit measurement through 
one meter at one point within said cus- 
tomer’s premises and when the use of 
more than one meter is necessary be- 
cause local ordinances or the safety of 
the public so require. 


“2. That every electric corporation, 
gas and electric corporation, and mu- 
nicipality furnishing electric service 
shall install and maintain as many elec- 
tric meters as a customer may desire, 


provided the circuit or circuits con- 
nected to each meter are kept entirely 
separate and distinct from all other 


circuits. The electric service rendered 
through each such meter shall be billed 
according to the appropriate rate 
classification. 

“3. That the foregoing rules and 
regulations shall be so applied as not 
to produce in any case unjust discrimi- 
nation or undue preference or to con- 
stitute a rebate or departure to any 
extent from the rate schedules filed 
with the Commission and legally in 
effect at the time.” 

Thereafter, a number of companies, 
parties to the proceeding, applied for 
a rehearing and a rehearing was grant- 
ed by order, dated March 16, 1943, 
and held on April 2, 1943. Several 
of these companies presented witnesses 
at the rehearing who testified as to 
54 PUR(NS) 


conditions of service and the effect of 
the Commission’s order. 

A number of customers of the Con- 
solidated Edison Company appeared 
by counsel at the rehearing but pre- 
sented no testimony, although several 
of the counsel appearing for such con- 
sumers filed briefs. 

It is apparent that there is a marked 
difference in the physical conditions 
under which service is rendered in the 
city of New York and the conditions 
under which service is rendered out- 
side of New York city. 

Mr. John T. Kimball, representing 
the Niagara Hudson System com- 
panies, stated that he believed the con- 
ditions in New York city are so dif- 
ferent from the conditions upstate, 
that it would be desirable to adopt two 
orders, one to cover New York city 
and the other to cover the area out- 
side of New York city. He stated 
that the Niagara Hudson companies 
have no cases where consumers are 
served with both direct and alternat- 
ing current and with both 25- and 60- 
cycle service. He stated that in view 
of the restrictions on the use of ma- 
terials at this time which made it dif- 
ficult or impossible for the consumer 
to rewire his premises to receive serv- 
ice at one central point, it might be 
desirable for the Commission to re- 
scind its present order, leaving it open 
for consideration at a later date when 
the restrictions as to materials were 
not present. If the Commission felt 
that it was not desirable to rescind the 
order and let the matter rest for the 
present, then he suggested that the 
Commission might consider freezing 
the status of plural meters in so far 
as existing customers go and to pro- 
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mulgate rules for future customers 
only. 

Mr. Ginna, representing the Roch- 
ester Gas and Electric Company, stat- 
ed that his company has forty-seven 
customers who have installations in- 
volving service of both ac and Dc cur- 
rent. Because of the difference in 
service it is necessary to meter each 
service separately. Under the order 
of the Commission the meter readings 
cannot be combined after January 1, 
1945. It is apparently Mr. Ginna’s 
contention that it is necessary for the 
present to continue the service of both 
AC and Dc current to these consumers, 
and that this condition arises partly 
because of conditions on the com- 
pany’s distribution system justifying 
the running of two services into a 
plant. It is his belief that the pro- 
vision—“‘conditions upon the distribu- 
tion system of the utility so require,” 
which under the present rule expires 
January 1, 1945, should be continued 
after that date and indefinitely. 

In the memorandum of Commis- 
sioner Brewster, dated January 8, 
1943, which was the basis for the or- 
der of January 11, 1943, supra, he re- 
ferred to the position of the New 
York State Electric & Gas Corpora- 
tion, the Staten Island Edison Cor- 
poration and the Patchogue Electric 
Light Company, all of which com- 
panies were represented by Mr. Fos- 
ter their rate expert. These companies 
opposed any rule requiring a combin- 
ing of meter readings where services 
were rendered to a single customer on 
a single premise. 

Mr. Theobald, 


representing the 
Westchester Lighting Company and 
the Yonkers Company, stated that 
there are seventy-nine plural meter 
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cases involving both companies. Of 
these cases, twenty-two are places of 
public assemblage and would, there- 
fore, be covered under the rule adopt- 
ed by the Commission both before 
and after January 1, 1945. The re- 
maining fifty-seven customers would 
have their annual bills increased after 
January 1, 1945, in an aggregate 
amount of $4,200. He stated that 
these fifty-seven customers could re- 
wire their premises and obtain single 
phase service through one meter, pro- 
vided there is then no restriction as 
to the obtaining of the necessary ma- 
terials. 

The principal problems arising from 
the application of the Commission’s 
rule are in the city of New York and 
are largely attributable to conditions 
on the distribution system of the Con- 
solidated Edison Company. 

The company contends that if the 
provisions of paragraph 1 of the Com- 
mission’s order of January 11, 1943, 
become effective they will necessitate 
a departure from existing practices 
with respect to combining registrations 
of two or more meters, and that many 
of the 16,000 customers who hereto- 
fore have had their bills combined un- 
der existing practices, will have to be 
billed separately, with substantial in- 
creases in the amounts of their bills. 
The record shows that these 16,000 
consumers are divided as follows: 


Manhattan 
Bronx 
Brooklyn 
Queens 

The company’s witness stated that 
the portion of the Bronx supplied by 
the Westchester Company was includ- 
ed in the 800 cases assigned to that 
borough. 
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The attention of the Commission 
was called to the following rule in the 
rate schedules of the Consolidated Edi- 
son Company: 

“Rule III, Section 4, Leaf No. 9. 

“Electric service will be supplied to 
each building or premises through a 
single meter, except where, for rea- 
sons of company economy, conditions 
on the company’s distribution system, 
improvement of service conditions, 
or magnitude of the customer’s load, 
the company elects to install more than 
one meter.” 

Mr. Terry, representing the Con- 
solidated Edison Company, stated that 
from his reading of the rule he be- 
lieved that the conjunctional billing, 
intercommunicating buildings, and 
service for construction purposes, rid- 
ers to companies’ schedules, will have 
to be changed, unless the rule is 
amended to specifically exclude such 


riders from the application of the rule. 
It was not intended that the order of 
January 11th cover cases arising un- 
der these three riders, but, it may be 
that the rule should be clarified in this 


respect. 

This company objects to the pre- 
requisite set forth in (a) of Clause 1 
of the order limiting the combining of 
meter readings to cases—(a) “when 
the characteristics of the service ren- 
dered to said customer are such as to 
permit said service to be measured 
through one meter at one point within 
said customer’s premises.” 

Mr. Fairman, a witness represent- 
ing Consolidated Edison Company, 
stated that many customers in the 
territory of that company are supplied 
with electric service of different serv- 
ice classifications which cannot be 
measured through one meter. He 
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gave as an example an AC service and 
a DC service to the same consumer, 
high-tension and low-tension service, 
and 25-cycle and 60-cycle service. He 
stated that the multiplicity of these 
characteristics of service to one prem- 
ise or location results from “progres- 
sive development of the art of elec- 
tricity distribution.” 

He further stated that the condi- 
tions requiring a supply of service of 
different characteristics cannot be 
readily changed over to permit stand- 
ard service. He said that the com- 
panies have been working towards a 
standard system of distribution and 
the elimination of the older systems, 
now called nonstandard, and that the 
companies have always reserved the 
right to designate the type of service 
for new or additional load and with 
that right they have recognized an ob- 
ligation to minimize the cost and in- 
convenience to which any individual 
customer might be put by reason of 
having more than one type of service 
supplied to him. He stated that there 
are “no standard commercial electric 
meters” for metering both ac and pc 
service, high tension and low tension, 
2-phase and 3-phase, 25-cycle and 60- 
cycle. The witness discussed a num- 
ber of illustrations of dissimilar serv- 
ice to specific locations. 


In the brief filed by the company 
after the rehearing, it is stated (pages 
14 and 15) that if condition (a) of 
the Commission’s order of January 
11, 1943, 47 PUR(NS) 86, were 
eliminated, and the phrase—“condi- 
tions upon the distribution system of 
the utility” in condition (b) were con- 
strued to include reasons of 
company economy, improvement of 
service conditions, magnitude of the 
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customer’s load, as well as conditions 
on the companies’ distribution system, 
, there would be no practical 
difficulty i in applying condition (b) to 
electric service in New York city un- 
til January 1, 1945, but that after 
January 1, 1945, combining of meter 
readings because of. present condition 
on the company’s distribution system 
would be prohibited, and it would be 
necessary to bill the consumers sepa- 
rately for each meter reading, and 
that would result in material increases 
in charges to consumers. 
Summarizing the companies’ con- 
tention as to Ordering Clause 1 of the 
Commission’s order, the company 
claims that the application of para- 
graph 1 would prohibit the following 
practices existing at the present time 
which are permitted by the various 
provisions in its filed rate schedule re- 
lating to plural metering. 


1. Prerequisite (a) will prohibit 
combined billing in the period prior to 
and st'bsequent to January 1, 1945, 
in cases where the characteristics of 
service supplied are dissimilar and are 


not susceptible to measurement 
through one meter and at one point 
within the same premises. 


2. Where the characteristics of 
service are such that they can be meas- 
ured through one meter (thereby con- 
forming to prerequisite (a)), as, for 
example, one 3-wire DC service meas- 
ured by two or more DC meters, com- 
bined billing is permissible only when 
the use of more than one meter is 
made necessary because of “conditions 
upon the distribution system” or local 
ordinances, safety of the public, ete. 
(prerequisite (b)). Since this type of 
installation (i.e. two meters on one 
service) is usually made for company 
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purposes only and is not influenced by 
the company’s installation outside of 
the building (distribution system in 
the streets, etc.) one prerequisite, 
namely, (a), is satisfied, and the read- 
ings cannot be combined in the period 
prior to January 1, 1945, if “condi- 
tions upon the distribution system” is 
narrowly interpreted to exclude com- 
pany purposes. 

3. If company purposes, which may 
be taken to include “reasons of com- 
pany economy, improvement of serv- 
ice conditions, magnitude of the cus- 
tomer’s load,” is construed to fall 
within the purview of “conditions 
upon the distribution system,” the 
readings of two or more meters in the 
type of installation described in 2 can 
be combined up to January 1, 1945. 
After that date “conditions upon the 
distribution system” being no longer a 
basis for combined billings, separate 
bills will have to be rendered for each 
meter even though service can be 
measured through one meter and at 
one point within the same premises. 

4. In cases where service of two or 
more dissimilar characteristics are 
supplied as outlined under 1, bills can- 
not be combined at any time prior or 
after January 1, 1945, unless the cus- 
tomer makes the necessary changes to 
his interior wiring and the company 
concurrently changes or standardizes 
its outside distribution system, so as 
to make one service characteristic 
available for the entire load. Such 
work would require the use of critical 
materials, which is hedged by priority 
restrictions at the present time and the 
time when this situation will no longer 
be an obstacle is problematical. Re- 
gardless of this, however, it is con- 
tended that it would be physically im- 
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possible for the company to standard- 
ize its distribution system by January 
1, 1945. 

This company also objected to Or- 
dering Clause 2 of the Commission’s 
order which provides that the com- 
pany shall install and maintain as 
many electric meters as the customer 
may desire, provided that the circuit 
or circuits connected to each meter are 
kept entirely separate and distinct 
from all other circuits. The rule pro- 
vides that the electric service rendered 
through each meter shall be billed ac- 
cording to the appropriate rate classi- 
fication. 

The principal objection of the com- 
pany to this clause centers on what its 
alleged effect will be on the method of 
billing demands set forth in “General 
Information” with respect to service 
classifications Nos. 2 and 4, which 
provide that where more than one 
meter is supplied and billed separately 
under service classifications 2 or 4, 
only 3 kilowatts of the customer’s 
maximum demand shall be included in 
the energy charge. It is claimed that 
the phraseology of paragraph 2 would 
require service measured through each 
meter to be billed separately and inde- 
pendent of others. 

If this interpretation of the com- 
pany is correct, a customer whose 
maximum demand exceeds 6 kilowatts 
as registered by two meters will be 
benefited to the extent that this quan- 
tity would be included in the energy 
charge, whereas, a 3 kilowatt exemp- 
tion is all that is permitted in similar 
circumstances under existing rate 
schedule provisions. 

The company also challenged the 
legality of this ordering clause which 
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requires it to “install and maintain as 
many meters as the customer may de- 
sire.” The company contends that its 
duty does not go beyond installing 
metering equipment “necessary for de- 
termining the quantity of service for 
which the customer is to be billed.” 
It is also claimed that War Produc- 
tion Utilities Order U-1, effective 
February 24, 1943, will not permit 
meters to be supplied in the amount 
that the customer desires. Paragraph 
(f) (4) (ii) of this order provides 
that “a producer may make withdraw- 
als from inventory of consumers’ 
meters in any quarterly 
period in an amount not in excess of 
one-third of the number of such me- 
ters plus the numher of 
meters necessary to serve 


the net increase in customers occurring 
in the current quarter.” 


Conclusions 


[1] In the order adopted herewith, 
it is not intended to cause a conflict 
between the orders of this Commis- 
sion and those of Federal authorities. 
It is necessary, however, that some 
order be issued to bring about uni- 
formity in the treatment of multiple 
meters and to determine under what 
conditions a combination of meter 
readings may be made the basis of 
bills to consumers. If a utility can- 
not comply with paragraph 5 of the 
order because under the rules of a 
Federal authority a sufficient number 
of meters cannot be obtained, our re- 
quirement must temporarily be held 
in abeyance; but that is true of many 
of the requirements of this Commis- 
sion and general rules should now be 
established which apply under general 
conditions and which will become 
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operative as soon as meters can be ob- 
tained. 

To illustrate the situation from an- 
other field: It is the law of this state 
that telephone companies must render 
telephone service when applications 
are filed; but we know as a matter of 
fact that all applications are not being 
granted because telephone companies 
cannot secure the equipment, and that 
is no reason why the general rule 
should be abrogated or that the statu- 
tory requirement should now be re- 
pealed. 

[2] We have thoroughly consid- 
ered all of the suggestions made by 
the companies appearing before the 
Commission and have decided that 
there are certain rules that should be 
adopted. In drafting these rules, we 


start with the general proposition that 
so far as practicable each consumer 
should be served through one meter 


and that the combination of meters for 
billing purposes is not in the public 
interest when it can be avoided. How- 
ever, there is one important exception 
and there are conditions in the metro- 
politan area which make it impractica- 
ble and indeed impossible in certain 
respects to require that all circuits in 
the space occupied by one consumer be 
brought together at one point and a 
single meter used to measure ail serv- 
ice rendered. 

[3] It is not infrequently desired 
by large consumers that the electricity 
used for separate processes or opera- 
tions be separately metered so that the 
consumer may use the data thereby 
obtained in determining the cost of 
each process or operation. We believe 
it reasonable to require a public util- 
ity to provide as many meters as a 
customer desires provided the circuits 
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connected with each such meter are 
kept separate and distinct from all 
other circuits. Thus, in a sense each 
meter becomes a separate consumer. 
As there is no limitation upon the 
number of consumers that may occupy 
any space and as a public utility is 
under obligation to serve each and 
every one of them, it seems no stretch 
of the statutory obligation to provide 
that any one consumer for his own 
purposes, whatever they may be, shall 
be provided with as many meters as 
he desires. 

In New York city and some of the 
territory immediately adjacent there- 
to, there are conditions in the areas 
supplied by certain companies where 
it is not practicable to require at this 
time the installation of one meter. 
In many instances, such a rule would 
make it necessary for the consumer 
to rearrange his wiring and to change 
his equipment to such a large degree 
that it would not only require a very 
heavy expense but it would be im- 
possible for him to secure the elec- 
trical equipment to make such exten- 
sive changes. These conditions are 
explicable only from an_ historical 
viewpoint, and are most prevalent and 
widespread on Manhattan Island 
where there was adherence to direct 
current distribution and particularly 
to the so-called Edison system which 
resulted in a most complicated trans- 
mission and distribution system and 
the installation of an extended and ex- 
pensive underground system of low 
voltage direct current distribution. 
The change-over from Dc to AC cur- 
rent was too long delayed and inter- 
rupted a few years ago because of the 
great expense and more recently be- 
cause of the difficulty of securing elec- 
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trical equipment. However unwise the 
engineering policy followed by the 
companies and the delay in change to 
a more modern system, present con- 
ditions must be faced and the elimina- 
tion of multiple metering may prop- 
erly be required only so far as prac- 
ticable. 

In the order herewith adopted, we 
make no attempt to fix a date when 
a change-over policy should be re- 
newed. Conditions will doubtless be 
unfavorable for some time and only 
after a period of possibly two or three 
years is it likely that the Commission 
can consider the determination of a 
date when changes should be made and 
the removal of unsatisfactory condi- 
tions be continued. 


The Commission has aimed to in- 
clude in paragraph 3 only such areas 
and such companies as, in our opinion, 


should be allowed to continue multiple 
metering under the prescribed condi- 
tions, and the companies affected 
should proceed as rapidly as possible 
without a specific order of the Com- 
mission to bring about the installa- 
tion of a single meter for each consum- 
er. 

Many of the subparagraphs are sel f- 
explanatory. This is particularly true 
of those marked (a), (b), and (c). 
To an engineer, subparagraph (d) 
will appear obvious. For example, 
prior to 1928, there was no single 
meter commercially available to meas- 
ure a 2-phase, 5-wire circuit and serv- 
ice of this characteristic was therefore 
measured by two meters. A single 
meter that could measure this service 
characteristic was developed about 
1928 and is therefore commercially 
available at this time. In the interest 
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of economy, the existing installation 
is allowed to remain intact and the ex- 
pense of rewiring, removal of existing 
meters and other items associated with 
replacement by one meter are not now 
required; and combined reading and 
billing are permitted “when the char- 
acteristics of service of a customer 
were such that at the time his service 
connections were installed, there was 
no single meter commercially available 
to correctly measure such service.” 
[4] Subparagraph (g) will be 
easily understood, for a primary con- 
sideration of adequate service is that 
it shall be uninterrupted. Obviously, 
if in order to serve a customer, multi- 
ple meters are necessary to render un- 
interrupted service, he should not be 
disadvantaged in any respect. 
Subparagraph (h) is a broad provi- 
sion in order to cover any case where 
the characteristics of service are such 
as to make multiple meters a neces- 
sary part of the system. For ex- 
ample, there is no single meter com- 
mercially available at this time to 
measure alternating current and direct 
current, a 120/208 volt and a 
2400/4100 volt service or a 3-phase 
60-cycle 2400/4100 volt and a 25- 
cycle 3-phase 6600-volt service. 
Subparagraph (e) is a temporary 
measure to avoid the additional ex- 
pense that the replacement of several 
meters by one meter and changes in 
electric wiring which would be re- 
quired if a consumer who is only 
going to use the service for a short 
time were required to meet if the 
clause were not included. 
Subparagraph (f) is considered 
reasonable because it is important 
wherever possible to keep the cost of 
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the service to the lowest necessary 
level; and there have been instances 
brought to the attention of the Com- 
mission where the general rule which 
requires one meter per customer 
would result in considerably increased 
cost to the utility. 

The Commission is not unmindful 
of the fact that to establish general 
rules applicable to the entire state or 
even to the portion thereof outside of 
the metropolitan area is difficult be- 
cause conditions are not uniform. 
Alternating current is in general use 
but there are instances where direct 
current is still being supplied in the 
same areas with alternating current. 
Voltages and phases vary and there 
are two wire systems and three wire 
systems and certain other variations. 

It is not believed that it will be 
necessary to extend all of the provi- 
sions of paragraph 3 of the order to 


many companies or to many areas. 
Outside of the metropolitan area, it is 
believed that the order will be gen- 
erally applicable and that there will be 


few exceptions. To what extent ex- 
ceptions may be necessary beyond 
those provided for cannot be deter- 
mined until each of the many utilities 
operating in the state has had an op- 
portunity of considering the order and 
its application to the territory and the 
consumers supplied. It is generally 
known, we believe, that where there 
is reasonable basis for an exception 
to a general rule, such exceptions are 
granted, sometimes for limited periods 
and sometimes indefinitely. It is gen- 
erally known, we believe, that the 
adoption of a general rule does not 
prevent any utility from applying to 
the Commission for an exception or 

[20] 
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variation in a special case and that 
where exceptions are necessary the 
special orders have been issued. 
However, in order that no utility may 
overlook this possibility and partic- 
ularly because we are aware that peti- 
tions will probably be filed, attention 
is called to paragraph 4 of the order. 

The essential provisions of the or- 
der are as follows: 

1. That except when multiple 
meters are provided at the request 
of a customer or when provided under 
the conditions or circumstances set 
forth in order clauses 3, 4, and 6 
hereof, all service to a customer at a 
single location shall be rendered 
through a single meter. 

2. That when a customer is served 
through two or more meters, as pro- 
vided for in order clause 5 hereof, the 
service rendered through such meters 
shall be computed separately and billed 
in accordance with the applicable filed 
rate schedule. 

3. That within the city of New 
York, within that part of Westchester 
county comprising the franchised ter- 
ritory of the Westchester Lighting 
Company and of the Yonkers Electric 
Light and Power Company, and with- 
in that part of Nassau county com- 
prising the franchised territory of the 
Queens Borough Gas and Electric 
Company, under any of the following 
conditions or circumstances, the read- 
ing of two or more meters measuring 
the service of a single customer at a 
single location may be combined and 
the customer billed for such total use, 
computed as if all service had been 
rendered through a single meter, pro- 
vided the filed rate schedule of the 
utility provides for such service: 
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(a) When the use of more than one 
meter is necessary to provide safe serv- 
ice. 

(b) Where the use of more than 
one meter is required by a municipal 
ordinance. 

(c) When a single meter cannot 
correctly measure the total service 
rendered. 

(d) When the characteristics of 
service of a customer were such that 
at the time his service connections 
were installed there was no single 
meter commercially available to cor- 
rectly measure such service and mul- 
tiple meters have been continued in 
use. 

(e) When 


service is measured 


through two or more meters and the 
occupancy by the present customer is 
temporary. 

(£) When two or more service con- 


nections are necessary to provide serv- 
ice at the least expense to the utility. 

(g) When in order to render prop- 
er and reliable service without undue 
interruptions more than one service 
connection is necessary and a meter 
or meters are connected with each 
service connection. 

(h) When service of different 
characteristics is supplied and there is 
no meter commercially available to cor- 
rectly measure such combined service. 

4, That if a corporation, municipal- 
ity, or interested consumer is of the 
opinion that combined meter reading 


and billing should be permitted under 
any or all the conditions specified in 
order clause 3 hereof, such party may 
petition the Commission for such au- 
thority or order. 

5. That every electric corporation, 
gas and electric corporation and mu- 
nicipality shall install upon the request 
of a customer as many meters as such 
customer shall desire, provided the 
circuit or circuits connected to each 
meter are kept separate from all other 
circuits. 

6. That nothing contained in this 
order shall effect the combining of reg- 
istration of two or more meters for 
billing purposes under a Conjunctional 
Billing Rider, Interconnection Build- 
ings Rider, or Service for Construc- 
tion Purposes Rider when such a rider 
is contained in the Rate Schedule of 
the corporation or muncipality. 

7. That the order adopted in this 
proceeding on January 11, 1943, be 
and it hereby is rescinded. 

8. That within twenty days from 
the service of this order each electric 
corporation, gas and electric corpora- 
tion, and municipality furnishing elec- 
tric service shall notify this Commis- 
sion in writing whether the rules and 
regulations herein adopted are accept- 
ed and will be obeyed. 

9. That this order shall take effect 
December 31, 1944, except order 
clause “7” hereof which shall become 
effective immediately. 
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NEW YORK PUBLIC SERVICE COMMISSION 
Village of Sinclairville 
Vv. 
Niagara, Lockport & Ontario Power 
Company 
Case 10513 


Re Niagara, Lockport & Ontario 


Power Company 


Case 10544 
March 29, 1944 


"eens by village against street lighting rates; rates es- 
A 


tablished. 


Rates, § 78 — Jurisdiction of Commission — Street lighting — Statutory exemp- 
tion of contracts. 

1. The statutory exemption of municipal contracts from the requirement 
that rate schedules be filed with the Commission and kept open for public 
inspection has no application to the question whether the Commission in 
the absence of such a contract may fix rates for municipal street lighting 
on the group method, but in the absence of such a contract the same proce- 
dure must be followed as would be followed in any other type of rate case, 
p. 311. 


Rates, § 78 — Jurisdiction of Commission — Street lighting — Group method. 
2. The Commission can legally fix and establish rates for a public utility 
furnishing electricity for street lighting applicable in a given area even 
though such area includes two or more municipalities and even though there 
is a variation in the actual costs and property of the utility in the different 
municipalities, p. 311. 


§ 204 — Unit for rate making — Municipal street lighting — Areas or 
groups. 

3. An electric street lighting rate in a village should be fixed on the basis 
of the general costs developed by the Commission for a company furnishing 
service in the area, with particular application to the facilities and actual 
service furnished to the village, instead of giving the village special con- 
~~ because of special cost claims and local depreciation factors, 
p. 312. 


307 54 PUR(NS) 





NEW YORK PUBLIC SERVICE COMMISSION 


APPEARANCES: Philip Halpern, 
Counsel (by Laurence J. Olmsted, 
Assistant Counsel), for the Public 
Service Commission; Warren Tubbs, 
Buffalo, Attorney, for Niagara, Lock- 
port and Ontario Power Company; 
C. E. Harder, Consulting Accountant, 
Dunkirk, for the village of Sinclair- 
ville. 


Burritt, Commissioner: In my re- 
port in Case 10544, approved by the 
Commission July 23, 1943, the total 
cost of street lighting service per- 
formed by Niagara, Lockport and On- 
tario Power Company in its western 
division in 1942, including all taxes, 
power delivered to the street lighting 
transformers, and a return on book 
cost, was found to be $254,375, or 
$8,649 less than the revenues received 
from such service in that year. This 


finding calls for an over-all reduction 


in the street lighting rates of the com- 
pany of a little more than 3 per cent. 
No specific finding for any particular 
part of the territory was made. As 
a result of diverse contract conditions 
which exist, it appears from data fur- 
nished by the company that eighty-one 
out of ninety-four municipalities 
served will receive reductions under a 
rate based on the findings made, while 
thirteen municipalities would pay more 
for the same street lighting facilities. 
The report concluded with the follow- 
ing recommendation: “The memo- 
randum should be served upon the 
company and upon the village of Sin- 
clairville and a further hearing called 
for the purpose of determining an ap- 
propriate street lighting rate for the 
village, based on the length of lines, 
the number of lamps, the wattage, and 
other appropriate factors affecting the 
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cost of lighting its streets. Such a 
determination will also involve the ex- 
tent to which local conditions in Sin- 
clairville should be given weight as 
against a rate based on average condi- 
tions in the western division.” 

Accordingly a further hearing was 
held in Buffalo on January 17, 1944, 
On behalf of the company, Mr. Kim- 
ball presented a proposed “Street 
Lighting Agreement” between the 
company and the village of Sinclair- 
ville, based on a new 3-part tariff de- 
vised by himself, purporting to carry 
out the recommendations in the above 
memorandum. According to Mr. 
Kimball this tariff will yield almost 
exactly the amount of revenues con- 
sidered fair and reasonable in Case 
10544, if applied to all the company’s 
street lighting business in the western 
division. Mr. Kimball was cross- 
examined to some extent by a repre- 
sentative of the village. The village 
offered certain exhibits which were not 
passed upon, pending the determina- 
tion by the Commission as to whether 
rates should be fixed for an individual 
village or a district of the company, 
or for all street lighting service fur- 
nished by the company in its western 
division. These exhibits consist of 
inventories of the company’s street 
lighting property in the village, priced 
at assumed costs to which assumed 
depreciation has been applied. Neither 
cost nor depreciation assumptions have 
been substantiated. The position of 
the village with reference to the value 
of the property of the company, used 
and useful in serving it with electric 
current for street lighting, will be set 
forth later in this report. 

The so-called street lighting contract 
or agreement proposed by the company 
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js a general one, obviously intended 
to be applicable to any municipality. 
However, no tariff or street lighting 
agreement has been officially filed with 
the Commission by the company. In 
it certain rates are set forth under the 
heading “Rate Schedule.” 


Rate Schedule 
The rate is to be one-twelfth (1/12th) 
each month, of 


(I) The annual facility charge, plus 
(II) The annual support and fixture charge, 


us 

(III) The annual charge for nonstandard 

equipment, if any, plus 

(IV) The annual charge for maintenance of 
facility, supports, and fixtures owned 
by municipality, if any, plus 

(V) The annual lamp and energy charge. 


The annual facility charge is fixed 
at $2.65 per hundred feet, measured 
along the center line of thoroughfares 
to be lighted, and along circuits when 
lamps are otherwise located, but in no 
event is this charge to be less than that 
for 1,000 feet, or the number of lamps 
supplied by overhead circuits multi- 
plied by 100 feet, whichever is the 
longer. Provisions are made for un- 
derground circuits and for pole attach- 
ments owned by the municipality, but 
these are not applicable to the village 
of Sinclairville. 


I—Facility Charge 


NIAGARA, L. & O. POWER CO. 


The annual support and fixture 
charge is based (1) on bracket or mast 
arms not longer than 13 feet, and (2) 
with center suspending cable. The 
charges for each are varied according 
to the type of lamp and fixture. 

The provisions for annual charges 
for nonstandard equipment and for 
maintenance of facilities, supports, and 
fixtures, owned by the municipality, 
are not applicable to the village of 
Sinclairville, and need not be discussed 
here. 

The annual lamp and energy charge 
is based on the number of lumens for 
incandescent lamps, and for sodium 
vapor lamps. 

A minimum monthly charge equal 
to one-twelfth of the sum of all the 
charges as above provided is required. 

There are numerous other standard 
provisions in the agreement which 
need not be set forth here, as they do 
not have a direct bearing on the mat- 
ters complained of and to be decided. 

The above schedule was then ap- 
plied to the street lighting service ren- 
dered by the company in the village 
of Sinclairville, and resulted in the fol- 
lowing annual charge for service for 
the facilities now furnished the vil- 
lage: 


253—100 ft. units of street lighted by overhead circuits, at $2.65 .... $670.45 


Total facility charge 
1I—Support and fixture charge 
44—bare lamps and reflector, @ $7.50 


6—bare lamps with center suspension, @ $10 
6—enclosed fixtures adapted to take a lamp not in excess of 10,000 


lumens @ $10.25 


Total support and fixture charge 


V—Lamp and energy charge 
50 lamps, 1,000-lumens or less, @ $9.96 
6 lamps, 2,500-lumens $15 


Total lamp and energy charge 
Total of the above charges, per year 


588.00 
$1,709.95 
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The above amount is_ payable 
monthly at $142.50 per month. The 
present annual charge by the company 
for street lighting in the village of Sin- 
clairville is $1,874. The new rate, 
therefore, effects an annual reduction 
of about $164, or about 9 per cent, in 
the cost of street lighting in the vil- 
lage of Sinclairville. This is about 
three times the average percentage re- 
duction which the same tariff agree- 
ment would yield in the western divi- 
sion asa whole. The contract was of- 
fered to the village but has not been 
accepted because of dissatisfaction 
with the amount of reduction offered. 
Obviously a much larger rate reduc- 
tion is indicated if the contention of 
the village and its cost figures are ac- 
cepted. 


Position and Proof of the Village 


The village of Sinclairville is locat- 
ed in Chautauqua county. It had a 
population of 589 in 1940. It pur- 
chases street lighting service from the 
Niagara, Lockport and Ontario Power 
Company under an agreement which 
expired in June, 1941. Since that 
date the village and the company have 
not been able to get together on a rate, 
although the company has continued 
to furnish service. 

The company contends that street 
lighting rates charged to the village 
should be fixed on a basis of the aver- 
age cost of street lighting service fur- 
nished to municipalities and not on the 
basis of the cost or present value of 
the particular property devoted to such 
use in that village. The representative 
of the village contends that it “should 
pay for what it gets” and not pay the 
general rate. It wants a rate based 
specifically on the cost less deprecia- 
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tion existing in the specific property 
used to provide street lighting in the 
village and not on the general over-all 
costs of the company. The village 
presented an inventory of company 
property used for street lighting in the 
village. This inventory included poles, 
crossarms, installations, and _ other 
equipment relating to street lighting 
installations. The company did not 
question the accuracy of the inventory. 
In a general way the testimony indi- 
cated that the property is very old and 
much depreciated. 

The village attempted to place a 
value on the company’s street lighting 
facilities in Sinclairville. It referred 
to the consideration paid by the com- 
pany to Alfred Huntington, from 
whom it purchased the property in 
1925 with the approval of the Com- 
mission (Case 2668). It further at- 


tempted to make a comparison of the 


cost of street lighting service in the 
village of Mayville, located about 7 
miles from Sinclairville and having a 
municipal electric plant. It was 
claimed that the unit prices of prop- 
erty as determined by the Commission 
for the village of Mayville (C.P.R. 
Case 8843) are applicable to Sinclair- 
ville, and that if so considered, to- 
gether with the ages of the street 
lighting property in the latter village, 
the value of the company’s property 
will be found not to exceed $1,600 or 
$1,700. 

The village witness also stated that 
no improvements have been made in 
the street lighting system in Sinclair- 
ville in the sixteen years it has been 
operated by the company. He asserts 
that the number and six of the lamps 
are the same, that the service is no 
better, and that the village is paying 
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double what it paid when the property 
was first taken over by Niagara, Lock- 
port and Ontario. 

Assuming the purchase of current 
at regular or commercial rates (S.C. 
4) applicable in the Lake Shore dis- 
trict, and the lamp replacement cost 
said to be based on General Electric 
Company standard laboratory tests, 
the village claims that the average an- 
nual cost of supplying service in the 
village is less than $400. On the basis 
of these and other questionable and 
unsupported assumptions, the village 
claims that the rates being charged it 
for street lighting are excessive. 

As the inventory of company prop- 
erty in the village is undisputed by the 
company it might be received in evi- 
dence. However, the village’s meth- 
ods of proving the cost and deprecia- 
tion in the property are incorrect and 
improper and do not meet the stand- 


ards set by this Commission and by 


the courts for such proof. Its offered 
cost evidence is inadmissible. If the 
general contention of the village is 
accepted by the Commission it will be 
necessary to assign an engineer to 
make a special study of original cost 
and the accrued depreciation of the 
street lighting property of the com- 
pany in the village of Sinclairville be- 
fore a determination based on its con- 
tention can be made. 


Statutory Provisions 


[1,2] Paragraph 12 of § 66 of the 
Public Service Law authorizes the 
Commission to require every electric 
corporation to file with the Commis- 
sion and to keep open for public in- 
spection schedules showing all of its 
rates and charges. This paragraph, 
however, contains the following pro- 
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vision: “but this subdivision shall not 
apply to state, municipal, or Federal 
contracts.” 

This is the only direct provision of 
the Public Service Law placing rates 
and charges contained in a municipal 
contract in a different position from 
rates and charges for other classes of 
service. This provision has been 
broadly construed by the Commission, 
it having been held that municipal con- 
tracts not only need not be filed, but 
that the rates and charges for such 
service, so long as there is an out- 
standing contract, are not subject to 
investigation or control by this Com- 
mission ; but that upon the expiration 
of the contract, if the company and the 
municipality cannot agree as to the 
terms to be included in the new con- 
tract, the Commission can then fix the 
just and reasonable rate for such serv- 
ice. 

In this proceeding the question is 
raised as to whether the Commission 
must determine proper rates based on 
the cost of service to a particular mu- 
nicipality which has no contract and 
which has asked for such a determi- 
nation by the Commission; or may fix 
rates upon the basis of the cost of ren- 
dering service to all municipalities 
within the area covered by the service 
classification. In other words, is each 
municipality entitled to individual 
rates, Or may municipalities in a par- 
ticular area or district be considered 
as a single class for the purpose of 
determining the justness and reason- 
ableness of the service classification ap- 
plicable thereto? 

It appears plain that if a municipal- 
ity could, at its pleasure, disregard all 
rates fixed on an area basis and could, 
if it believed it to its advantage, file a 
54 PUR(NS) 
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formal complaint with this Commis- 
sion and require us to determine rates 
on the basis of its particular require- 
ments and installations, the filing of 
a general service classification would 
serve no useful purpose. The situa- 
tion would be similar to that present- 
ed if a single commercial consumer 
could complain against his rates and 
urge that because his place of busi- 
ness was adjacent to the power plant 
and short distribution wires were re- 
quired, his rates should be reduced 
below those of other consumers who 
were more distantly located, or if a 
number of consumers located on an 
old distribution line that was largely 
depreciated could claim that their rates 
should be less than other consumers 
located on a newly constructed line. 

It would seem that this whole situa- 
tion resolves itself into a single ques- 
tion of the right of this Commission 
to fix rates for municipal street light- 
ing on the group method. 

The propriety of fixing uniform 
rates for groups and areas has been 
upheld for many years by this Com- 
mission. An examination of the tar- 
iffs of gas and electric companies that 
operate in extended territory will 
show that separate rates are not usu- 
ally established for each city, town, 
or village but that all like consumers 
in a given area are charged the same 
rates. The Interstate Commerce Com- 
mission has gone even further and 
fixed uniform rates and fares for 
transportation by railroads that apply 
not only to a single railroad but to all 
railroads operating in a broad area. 

This procedure has been so uni- 
formly followed that it is not now 
open to discussion. Therefore, it re- 
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mains only to consider whether rates 
to municipalities for street lighting re. 
quire a different treatment and wheth. 
er the established rule applicable to all 
other classes of consumers should be 
disregarded and the costs and prop- 
erty in every municipality must be 
considered separately and rates based 
on such separate costs and property be 
established. There appears to be no 
reason why such an exception should 
be made. The statutory exemption of 
municipal contracts has no application 
for it is only when no such contract 
exists that the Commission may act. 
The only purpose of the statutory ex- 
emption is to place outside of Com- 
mission regulation rates fixed by a 
municipal contract. If such an agree- 
ment has not been made the exemp- 
tion has no application and the same 
procedure must be followed as would 
be followed in any other type of rate 
case, 

It therefore appears that this Com- 
mission can legally fix and establish 
rates for an electric utility furnish- 
ing electricity for street lighting ap- 
plicable in a given area even though 
such area includes two or more mu- 
nicipalities, and even though there is 
a variation in the actual costs and 
property of the utility in the different 
municipalities. 

It should be understood that this 
does not mean that a utility cannot 
properly enter into a contract with a 
particular municipality fixing rates for 
street lighting. Such contracts are 
exempted by statute from the juris- 
diction of this Commission. 


Discussion 
[3] There must now be considered 


312 





VILLAGE OF SINCLAIRVILLE v. 


the particular situation with which we 
are concerned in Sinclairville, in the 
light of these general conclusions. In 
Case 10544 the Commission has de- 
termined the average cost of supply- 
ing electric current for street lighting 
purposes at the village line. I have 
recommended that charges in particu- 
lar municipalities should also be based 
on the facilities reasonably required 
and provided by the company locally 
for such purpose. It should be clear- 
ly understood that even though over- 
all or average costs are fixed, the 
charges to a particular municipality 
might differ materially from those 
made to other municipalities, depend- 
ing among other things on the kind of 
service rendered, the type of fixture 
supplied, and the number, wattage, 
and distribution of the lights. It 


should also be clear that municipali- 


ties or areas under similar conditions 
may be treated by areas or groups, and 
not necessarily by the company as a 
whole. In the case of Niagara, Lock- 
port and Ontario they are considered 
for the western division. 


The request made by the village of 
Sinclairville in Case 10513 is that its 
street lighting rates be fixed upon the 
basis not only of the facilities used in 
that village but upon the value of the 
property of the company used in fur- 
nishing that service in Sinclairville. 
Such values might not be consistent 
with values in the company’s territory 
as a whole, which are based on aver- 
age unit costs. 

The unit costs applied by the com- 
pany in Sinclairville are part of its 
total figures which, with comparative- 
ly slight modifications so far as the 
kind of property is concerned, consti- 
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tute original cost for the company as 
a whole consistent with Mr. Hine’s 
testimony in Continuing Property 
Record Case 10074. It would seem, 
therefore, that to accept the village’s 
property cost claims would be to re- 
ject the C.P.R. costs heretofore sub- 
mitted in the general accounting case 
and not questioned by Mr. Hine in 
that proceeding. It may be that the 
property in Sinclairville was less eco- 
nomically constructed than elsewhere, 
or that an actual unit cost differential 
may exist in that village. Although 
neither fact has been clearly proven 
in these proceedings, the Commission 
cannot recognize another and differ- 
ent original cost even if it should be 
proved that property has been con- 
structed elsewhere at a lower cost. If 
it be conceded for the sake of argu- 
ment that the company’s street light- 
ing property in Sinclairville is far 
more depreciated than the average, it 
does not follow that this fact would 
be a proper basis for a rate differen- 
tial. 

There is another aspect of the prob- 
lem which it is important to consider. 
If the village of Sinclairville is en- 
titled to the special consideration asked 
for in this matter, so are other mu- 
nicipalities. If the rates are to be 
related to definitely ascertained lower 
values in Sinclairville and reduced, 
then they may have to be increased in 
other municipalities where values may 
be ascertained to be higher. Further- 
more, if the local street lighting facili- 
ties should be replaced in Sinclairville 
after the war, with newer and im- 
proved equipment, it would then ap- 
pear that the rates ought to be in- 
creased. 
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With local depreciation factors af- 
fecting the local rates, separate depre- 
ciation studies would be called for in 
compliance with every complaint. 
Rates would be lower in every place 
where the communities could establish 
a condition below the average. On the 
other hand, the company would be en- 
titled to increased rates in every com- 
munity where its property is new. 
Such distinctions between communi- 
ties have not been recognized in fixing 
residential and commercial rates, and 
they should not be recognized here. 
To do so would be likely to lead to 
hopeless confusion and to a reversal 
of the present trend toward uniform- 
ity in rate making. 


Recommendations 


The village claim for special consid- 
eration in the street lighting rates 
charged it by Niagara, Lockport and 
Ontario Power Company must be re- 
jected for practical as well as equitable 
reasons. The street lighting rate in 
the village of Sinclairville should be 
fixed on the basis of the general costs 
developed in Case 10544, with particu- 
lar application to the facilities and 
actual service furnished to the village. 
An order is submitted accordingly. 

If the village has any evidence that 
the street lighting property of the com- 
pany, or the service rendered, is sub- 


standard, it is entitled to file a com- 
plaint as to such service. If such a 
complaint is filed, it will be investi- 
gated. If it is found to be justified, 
and no satisfactory remedy is offered 
by the company, it can be required to 
bring its facilities and service up to 
standard. 

The company has agreed to file a 
general rate for street lighting (letter 
of counsel, dated February 21, 1944). 
Since it has been determined herein 
that a general street lighting rate for 
a district or area may be properly filed 
by the company, and since the cost of 
street lighting service has been deter- 
mined for all municipalities in the 


‘western division of the Niagara, Lock- 


port and Ontario Power Company, it 
is recommended that if such a general 
rate based on the findings in Case 
10544 is filed by the company and 
found acceptable, that it be permitted 
to become effective. 

It is further recommended that a 
copy of this report, together with the 
Commission’s determination in Case 
10544, be served upon each munici- 
pality which may be affected by the 
proposed rates. If any municipality 
desires to be heard in respect to the 
findings therein, or as to the propriety 
of the proposed rates, and so notifies 
the Commission, a further opportunity 
to be heard should be afforded them. 
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RE CHICAGO, 


NORTH SHORE & MILWAUKEE RAILROAD CO. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Chicago, North Shore & Milwaukee 
Railroad Company 


2-SB-27 
July 14, 1944 


P ETITION requesting declaratory ruling as to invalidity of prior 
order authorizing securities of foreign corporation subject 
to conditions; granted in modified form. 


Security issues, § 35 — Jurisdiction of Commission — Foreign corporation. 
1. The Commission has no jurisdiction or authority either to approve or 
disapprove or to authorize or to decline to authorize the issuance of securi- 
ties by a foreign corporation, p. 316. 


Orders, § 4 — Expunging from record. 


2. The Commission cannot properly expunge an earlier order authorizing 
securities subject to conditions although it determines that, because the 
issuing company was a foreign corporation, it had no authority over the 
issuance of such securities, since the record, such as it is, is a part of the 
Commission’s public files and the Commission does not have any power to 


expunge it, p. 317. 


Orders, § 4— Power to modify — Invalid order — Removal of conditions 


inposed. 


3. The Commission, although determining that it had no authority to ap- 
prove the issuance of securities by a foreign corporation by a prior order 
imposing conditions upon such issuance, is without power to remove such 
conditions, since, if the conditions were imposed without authority, they do 
not exist as such and the Commission cannot remove something that has no 


existence, p. 317. 


By the Commission: On June 28, 
1944, Reconstruction Finance Cor- 
poration filed its petition in the above- 
entitled matter requesting a declara- 
tory ruling, pursuant to the provisions 
of § 227.06, Wisconsin Statutes, up- 
on the question of the validity of the 
order of June 24, 1932, as heretofore 
issued in the above-entitled proceed- 
ing. 

Accompanying said petition were 
waivers of notice of hearing upon said 
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petition signed and filed by Recon- 
struction Finance Corporation, the 
petitioner, and by Chicago, North 
Shore and Milwaukee Railroad Com- 
pany and John B. Gallagher and 
Edward J. Quinn, trustees in bank- 
ruptcy of Chicago, North Shore and 
Milwaukee Railroad Company. 


APPEARANCES: Reconstruction Fi- 
nance Corporation by Stephens, Can- 
non, Kilmer & Cooper by Glenn 
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Stephens and A. E. Kilmer; H. T. 


Ferguson, Special Counsel Ralph 
Butler, Assistant Chief, accounts and 
finance department, of the Commis- 
sion’s staff. 

The order of June 24, 1932, as 
supplemented and amended by order 
dated September 14, 1932, purported 
to authorize the Chicago, North Shore 
and Milwaukee Railroad Company, as 
a Wisconsin corporation, to issue bonds 
of the par value of $2,722,000 and to 
issue notes for the principal amount of 
$2,750,000 to be secured by a pledge 
of the bonds just above described. 
The order further provided that as a 
condition for the authority to issue 
and pledge the securities as above in- 
dicated and in case of nonpayment 
of the debt secured by the pledge of 
such bonds, such pledged bonds should 
not be sold or become the property 
of the holders of the indebtedness so 
secured except at or through a public 
sale and at a sum or price of not less 
than 55 per cent of the par value 
thereof. These conditions were pre- 
scribed in conformity with the provi- 
sions of § 184.05, Wisconsin Statutes. 

The petition herein states and the 
evidence shows that Reconstruction 
Finance Corporation has at all times 
been the owner of the notes for the 
principal amount of $2,750,000 and 
has been the pledgee of the bonds of 
the par value of $2,722,000 above re- 
ferred to; that said Chicago, North 
Shore and Milwaukee Railroad Com- 
pany has been duly adjudicated as a 
bankrupt by the United States dis- 
trict court for the eastern division of 
the northern district of Illinois and 
that John B. Gallagher and Edward 
J. Quinn are the duly qualified and 
acting trustees in bankruptcy of said 
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Chicago, North Shore and Milwaukee 
Railroad Company. 

[1] Petitioner urges that said or- 
der of June 24, 1932, is null and void 
because the Commission was wholly 
without jurisdiction to authorize the 
issuance of the securities as above de- 
scribed and was likewise wholly with- 
out jurisdiction or authority to at- 
tach any condition to the subsequent 
sale of said securities as said order of 


‘June 24, 1932, purported to prescribe. 


Obviously, if the Commission was 
without such jurisdiction or authority, 
said order is a complete nullity and 
the conditions therein imposed upon 
the sale of the securities therein de- 
scribed and involved cannot become 
effective, and are not binding upon the 
pledgee or any purchaser of the bonds 
or upon anyone else. 


It will be noted that the order of 
June 24, 1932, speaks of the Chicago, 
North Shore and Milwaukee Rail- 
road Company as “a Wisconsin cor- 
poration.” Apparently, it was as- 
sumed by the Commission that the 
corporation had its domicile in Wis- 
consin. However, the application for 
the approval of the authority purport- 
ing to be granted by said order of 
June 24, 1932, states specifically that 
the Chicago, North Shore and Mil- 
waukee Railroad Company was then, 
on March 22, 1932, an Illinois cor- 
poration. The evidence before the 
Commission in this proceeding shows 
conclusively that Chicago, North 
Shore and Milwaukee Railroad Com- 
pany was not a Wisconsin corpora- 
tion on or after March 22, 1932, and 
in fact has been an Illinois corpora- 
tion ever since that date. 

Weare of the opinion that the Com- 
mission was without authority on 
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June 24, 1932, either to approve or 
disapprove or to authorize or to de- 
cline to authorize the issuance of the 
securities which it purported to ap- 
prove and authorize by its order of 
said date, as made in this proceeding; 
and was likewise without jurisdiction 
or authority to impose the conditions 
upon the sale of any such securities, 
pursuant to a pledge thereof, which 
said order by its terms purported to 
impose. 

The conclusion that the Commission 
was without jurisdiction, as above 
indicated, follows inescapably from 
the fact that the Chicago, North 
Shore and Milwaukee Railroad Com- 
pany was not a Wisconsin corporation 
at the time the order purporting to 
assert such jurisdiction was made. 
Such is the conclusion which this Com- 
mission previously reached in a pro- 
ceeding docketed as 2-SB-46. In the 
Commission’s order in that proceeding 
issued under date of October 19, 1933, 
4 Wis PSCR 995, which dismissed 
the application of the receivers of this 
same railroad for leave, authority, and 
permission to issue and sell receivers’ 
certificates, the Commission said: 
“The Commission has determined that 
it has no jurisdiction under Chap 184, 
Wisconsin Statutes, to entertain the 
application for authority to issue these 
certificates, inasmuch as Chicago, 
North Shore and Milwaukee Railroad 
Company is an Illinois corporation 
and this Commission has declined 
jurisdiction in such cases over foreign 
corporations.” 

This decision and conclusion of the 
Commission was in accordance with 
an opinion of the attorney general 
furnished to the Railroad Commission 
of Wisconsin under date of November 
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12, 1919, in which reference is made 
to the decision in Public Service Com- 
mission v. Union P. R. Co. 271 Mo 
258, at pages 265 and 266, PUR 
1917F 774, 197 SW 39. In this de- 
cision the supreme court of Missouri 
had before it statutes almost identical 
with those contained in Chap 184, 
Wisconsin Statutes, and in which it 
was clearly held that the authority 
purporting to be vested by a statute 
practically identical with § 184.05 
could not be considered as vesting any 
power or authority in the Public Serv- 
ice Commission of Missouri with re- 
spect to the issuance of securities by 
corporations of another state or coun- 
try. 

[2, 3] The petition of Reconstruc- 
tion Finance Corporation, as made and 
filed herein, requests that an order 
be made expunging the order of June 
24, 1932, from the records of the 
Commission, or in the alternative that 
the restrictions contained in said or- 
der on the sale of the bonds therein 
described be removed and the sale be 
authorized without restriction of any 
kind. 

We do not see how either of these 
additional requests can properly be 
granted by an order made in the terms 
thereof. The record, such as it is, is 
a part of the Commission’s public 
files and we do not have any power 
to expunge it. It is and will be a part 
of the records and files of this Com- 
mission in spite of any statement or 
order to the contrary which this Com- 
mission might now make. 

Likewise, if we did not have power 
to make or impose the conditions upon 
the sale of the securities as here pur- 
ported to be made and imposed by 
the order of June 24, 1932, we are 
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without power to remove any such 
condition at the present time. If the 
conditions were imposed without au- 
thority, they simply do not exist as 
such; and we cannot remove some- 
thing that has no existence. 

However, we think that the declara- 
tion hereinafter made accomplishes 
every purpose that would be accom- 
plished by a valid order expunging the 
record and removing the conditions as 
requested. The declaration herein 
made, under the provisions of said 
§ 227.06, Statutes, is binding not only 
upon all parties to this proceeding but 
upon this Commission as well. We 
think. such declaration is effective to 
make the order of June 24, 1932, a 
nullity, and it is so intended. That 
effect accomplishes everything which 
the Commission could do by way of 
attempting to undue that order or to 
remove any conditions therein pur- 
ported to be imposed. 


Finding 


The Commission finds: 
That on and prior to June 24, 1932, 


the Chicago, North Shore and Mil- 
waukee Railroad Company was an 
Illinois Corporation. 


Conclusion of Law 


That on June 24, 1932, the Public 
Service Commission of Wisconsin did 
not have jurisdiction or authority to 
authorize, to approve or disapprove, 
or to impose conditions upon the is- 
suance of the securities, whose is- 
suance was purported to be approved 
or authorized under the conditions as 
specified in and by the order of said 
date made in the above-entitled pro- 
ceeding. 


Declaration 


The Commission therefore declares: 

That the order of this Commission 
made under date of June 24, 1932, 
and described in the foregoing finding 
and opinion was made, issued, and 
entered without jurisdiction or au- 
thority then vested in this Commission 
to make, enter or issue the same; and 
is, therefore, null and void. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Valley Rural Electric Cooperative, 
Incorporated 


Codperative Association Docket No. 7 
June 27, 1944 


REEMPTION filing under § 418 of Public Utility Law by co- 
 casemies corporation; protest of electric company dismissed. 


Monopoly and competition, § 100 — Preémption filing — Dismissal of objection — 
Moot case. 
A protest by an electric utility company against a preémption filing by a 
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cooperative corporation, under § 418 of the Public Utility Law, question- 
ing the bona fides of the cooperative and contending that § 418 has been 
repealed, should be dismissed when the preémption is about to expire and 
a determination on the question of repeal would become moot on the ex- 
piration date so far as the instant proceeding is concerned and thus would 


not be subject to appeal. 


Monopoly and competition, § 8 — Jurisdiction of Commission — Preémption fil- 
ing — Inquiry as to good faith. 

Discussion of the authority of the Pennsylvania Commission to inquire into 

the good faith of a cooperative filing preemption papers, under § 418 of the 

Public Utility Law, and to inquire into other factual matters relating to 


the preémption filing, p. 320. 


(BucHANAN, Commissioner concurs in separate opinion.) 


By the Commission: On January 
6, 1944, Valley Rural Electric Co- 
operative, Inc. (Cooperative) pre- 
sented for filing under § 418 of the 
Public Utility Law preemption papers 
covering certain territory in Mifflin 
and Huntingdon counties, including 
a portion of Bratton township, Mif- 
flin county, served by a mutual asso- 
ciation known as Shady Run Light 
and Power Company (Shady Run). 
On January 11, 1944, Pennsylvania 
Edison Company (Pennsylvania) filed 
its objection and statement of oppo- 
sition to the preémption filing ques- 
tioning the bona fides of Cooperative, 
and, on February 7, 1944, filed a pro- 
test against the preémption filing on 
the ground that the Electric Coopera- 
tive Corporation Act of June 21, 1937 
P.L. 1969, by its §§ 32 and 38 (14 
-PS 282, 288) repealed § 418 of the 
Public Utility Law. Cooperative sub- 
sequently moved to dismiss the Penn- 
sylvania protests. Pennsylvania also, 
on February 16, 1944 filed an ap- 
plication (A. 62811) asking Com- 
mission approval of the sale to it of 
the facilities owned by Shady Run. 
Hearing has been held, briefs filed, 
and oral argument heard. 
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Cooperative takes the position that 
the Commission has no jurisdiction to 
examine into the motives of a preémp- 
tor or to determine whether § 418 of 
the Public Utility Law has been im- 
pliedly repealed. Cooperative further 
contends that the Commission has no 
function with regard to preémptions 
beyond the ministerial action of re- 
ceiving the preemption papers for fil- 
ing. 

Section 418 of the Public Utility 
Law provides that when a preémption 
filing has been completed, “no public 
utility shall begin the construction or 
installation of any new plant or sys- 
tem, or the construction or installa- 
tion of any extension, improvement, 
or addition to its existing plant or sys- 
tem for furnishing light or power 
service” within the territory covered 
by the preémption filing for a period 
of six months from the date of such 
filing, and, under some circumstances 
not material here, the preémption pe- 
riod is extended. 

At the hearing held in the Shady 
Run Case on June 20, 1944, Coopera- 
tive withdrew its protest against the 
acquisition of the Shady Run facilities 
by Pennsylvania, and no other action 
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—contemplated or actual—of Penn- 
sylvania indicated by the pleadings 
could even possibly be construed as 
a violation of a valid preémption filing. 
Cooperative has not alleged any such 
act. In this state of the case we have 
nothing before us but the bare legal 
questions as to (1) our jurisdiction 
to inquire into the good faith of Co- 
operative and (2) the alleged repeal of 
§ 418. 

Since the preémption, even if valid, 
will expire on July 6, 1944, our de- 
termination on the question of repeal 
would become moot on that date so 
far as the instant proceeding is con- 
cerned, and thus would not be subject 
to appeal. For this reason and be- 
cause Cooperative has alleged no vio- 
lation by Pennsylvania of § 418 we 
express no opinion on this branch of 
the case. 

As to our authority to inquire into 
the good faith of Cooperative and oth- 
er factual matters relative to the pre- 
émption filing, the situation is also 
such that no determination need be 
made in the present case. However, 
we deem it appropriate to state our 
opinion that whenever preémption 
papers are tendered for filing, the 
Commission, upon its own initiative 
or upon the suggestion of an inter- 
ested person, may inquire into all mat- 
ters pertinent to the formal validity 
of the tendered filing before accept- 
ing the filing as a compliance with 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 





§ 418. The scope of such inquiry 
should not, we think, be precisely de- 
fined in advance of the presentation of 
a case which may require such a defi- 
nition. It is enough for present pur- 
poses to say that we do not consider 
the bona fides of Cooperative to be a 
matter for our determination in the 
instant case, and that no issue has been’ 
raised relating to the accuracy of the 
preemption maps, service on the util- 
ity, or other matters of such character ; 
Therefore, now, to wit, June 27, 1944, 
it is ordered that the protest of the 
Pennsylvania Edison Company be and 
is hereby dismissed. 


The chairman being absent did not 
participate in the vote on this order; 
Commissioner Buchanan files a con- 
curring opinion. 


BucHANAN, Commissioner, con- 
curs: I concur in the result of the 
Commission’s action only. 

I am in complete disagreement with 
the reasons given by the majority for 
reaching this result. The Commis- 
sion is completely lacking in juris- 
diction to entertain any protest of the 
utility to the preéemption filed by the 
Rural Electric Cooperative under 
§ 418 of the Public Utility Law. 

The law and the arguments sup- 
porting this reason have been set forth 
at length and very ably by counsel for 
the Cooperative in his brief and oral 
argument. 
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Kuhlman SAF-T-KUHL Transformers 
result in reduced power losses and het. 


ter voltage regulation. 


From its sturdy steel frame to its elec: 
trically reinforced end coils, Kuhlmav 
SAF-T-KUHL Power Transformers, such 
as shown here, are built to withstand 
deX-Mcjbu-lci-MoteloM-1ivesbeMoy Meloyelci Cosel Mellon Ard 


loads. 
For further facts about Kuhlman SAF- 
T-KUHL’S or Kuhlman Distribution, 


Power or C.S.P. Transformers or Line 


Regulators, write to: 





Bee ig ete tI LEG BIE ABET gS RO AP RELI. ELM 


CITY, MICHIGAN e OFFICES 


Above: Low voltage side of 
o 300 Kva three-phase, 60 
cycle SAF-T-KUHL  Trans- 
former rated 4160Y — 
240/480 volts. Pipes ex- 
tending upward are for ex- 
pansion chambers on a 
three-phase gang operated 

cutout 


Above: Top view of core 
and coil assembly of the 
same 300 Kva SAF-T-KUHL 
Transformer as above show- 
ing tap changer and termi- 
nal board. 








IN 40 CITIES 





Filled with a non-inflamable, non-ex- 
plosive cooling fluid Kuhlman SAF-T- 
KUHL Transformers can be built in a 
variety of types to meet almost any in- 


stallation requirements. 


SAF-T-KUHL Transformers eliminate 
the need of expensive vaults. In the 
smaller sizes, SAF-T-KUHL Transform- 
ers may be installed on beams near 
the ceiling, thus saving floor space. By 


Fooled 4bele MM 0) v0 Cots (olod ME CoMMoh ale (-WE-> 4 (ti bete} 


mala mbei el nie mesiba imta anrtaral aantinna 


Three Phase Power Transformers 
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services offered 


Industrial Progress 


Selected information about products, supplies and 
by manufacturers. Also announce- 


ments of new literature and changes in personnel. 


Plan for Selecting Postwar 
Salesmen 


UBLIC utilities throughout the country are 

cooperating in a series of psychological ex- 
periments designed to provide an accurate basis 
for selection of postwar salesmen. 

Data collected in 15 cities through the sum- 
mer by staff members of the Personnel Re- 
search Institute of Western Reserve Univer- 
sity of Cleveland will be used in preparing a 
series of tests to predetermine whether job 
candidates can sell gas heating equipment for 
home use. Dr. Jay L. Otis, director of the 
institute, is in charge of the project. 

The research is being underwritten by the 
Bryant Heater Company of Cleveland, one of 
the Dresser Industries. Bryant’s president, 
Lyle C. Harvey, also is president of the Asso- 
iation of Gas Appliance and Equipment Man- 

facturers. 

When the results of hundreds of interviews 

ith men of known sales records, containing 
mearly one hundred thousand answers to 

uestions and problems, have been collated, a 
tandard test for gas heating salesmen will be 
repared and put at the disposal of the utilities 
s well as Bryant distributors. 


Compound Prevents Accidents 


HE AleXitE Engineering Co. of Colo- 
rado Springs, Colorado, announces the 
vailability of AleXitE Absorbit Floor Com- 
ound, a new, simple, economical and labor-sav- 
ing method of reclaiming oil or grease-soaked 
hoes, clothing, belting, rope and heat-treated 
arts. This multi-purpose compound, resem- 
ling very much uncountable numbers of tiny 
sponges, is, according to the manufacturer, 
reproof, vermin-proof and sterile. It ab- 
orbs many liquids from floors, including wa- 
er, oil, grease, syrup, chemicals, inks, wax 
mulsions, and paint ingredients, It will absorb 
several times its weight in liquids. Absorbit 
Floor Compound prolongs life of floors, mini- 
izes skidding or slipping, is an excellent fire 
motherer and is light in weight. 
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DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Masuufacturers of 


Pole Line Construction Tools 
They’re Built for Hard Work 
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Wiegand Appointment 


pee WILHELMs has joined the Edwin L. 
Wiegand Co., Pittsburgh, as assistant to 
the president. Mr. Wilhelms was formerly ad- 
vertising promotion manager for The Pitts- 
burgh Post-Gazette. Previously he had con- 
ducted his own advertising agency. His head- 
quarters will be at the Pittsburgh plant and he 
will devote his attention to the promotion of 
Chromalox electric range units and electric 
heating units for industry. 


Barrel Inspection Light 


A light 14 inches in diameter, 
designed for inspection of drums and 
barrels when bungholes afford the only means 
of access, is being marketed by Day-Ray 
Products, Inc., manufacturers of fluorescent 
lighting equipment, South Pasadena, Calif, 
The Day-Ray barrel inspection light is avail- 
(Continued on page 36) 


DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


Remove Tree Hazards 


What has summer done to the 
trees along your lines? Are heavy 
overhanging limbs, decaying 
branches, storm-shattered trunks 
menacing your wires? Perhaps it's 
time for Davey men to work for 
you. 


Tree interference may aid the Axis 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


SEPT. 28, 1944 
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INDUSTRIAL PROGRESS—( Continued) 





Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—varidus types. 


Type Straight Connectors 
educers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 

so sleeve type terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions, 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 
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able in 6 and 8 watt sizes for operation on 6) 
cycle, 120-volt circuits. Lighting element is a’ 
regular Mazda fluorescent bulb, enclosed in 
plastic tube for insulation. Gasketed between 
removable caps and plastic housing, the cord 
is sealed by brass bushing and gasket, making 
unit moisture-proof and capable of burning for 
long periods under water. 

Complete catalog including illustration and 
data on fluorescent Day-Ray lamps for all i in- 
dustries will be sent upon receipt of inquiry 
by manufacturer. 


Bulletin on Pneumatic 
Sponge Pumps 
A NEW bulletin on pneumatic sponge 
pumps has been issued by Byron Jackson 
Company. This bulletin, No. 44-7035, covers 
the pneumatic sponge pump designed for 
pumping heads up to 150 feet, in single stage, 
and 300 feet, in two stages, and is applicable 
for use in mine shafts and winzes, coffer- 
dams, caissons, sumps, cisterns, pits, tanks, 
basements, manholes and bilges; on construc. 
tion projects for salvage work, or other similar 
applications where the pumped fluid contains 
a heavy percentage of solids. 
Copies of the bulletin may be had by writ- 
ing Byron Jackson Co., P. O. Box 2017, Ter- 
minal Annex, Los Angeles, Calif. 


Pa. Transformer Appointment 


N™ sales representatives have been named 
for Minneapolis and Cleveland districts 
by Pennsylvania Transformer Company, 
Pittsburgh, Pa. 

Electrical Jobbers Equipment Co., 501 
Fourth Ave., South, Minneapolis, Minn., will 
handle the company’s line of power, distribu- 
tion, welding, furnace and other types of 
transformers. 

Harry J. Fisher and R. H. Cox, 1146 East 
152nd St., Cleveland 10, Ohio, will represent 
the company, in the latter territory, for its 
complete range of transformers. 


New Amercoat Catalog 


MERICAN PIPE AND CONSTRUCTION Co. of 
Los Angeles has issued a 16-page illus- 
trated catalog which describes the many uses 0 
Amercoat Plastic Coatings. A comprehensive 
list of organic and inorganic materials, foods 
and beverages and actual equipment and struc- 
tures that are now being protected against cor- 
rosion or contamination are also included 
Copies may be secured by writing Amercoat 
eg % American Pipe and Construction 
Co., P. O. Box 3428 Terminal Annex, Los 
Angeles 54, California. 


"MASTER*LIGHTS" 

® Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
® Hospital Emergency Lights. 





| CARPENTER MFG. CO. 
od 197 SMASTERSLIGNT*MARERS™ 
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FREEDOM 


FROM 


ORROSION 
C FREEDOM 


FROM 


OPEN 
ARCING 


FREEDOM 
FROM 
BURNT OUT 
CONTACTS 





MERCOID AUTOMATIC. CONTROLS 


FOR OIL BURNERS, STOKERS, GAS BURNERS, REFRIGERATION, 
AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS 
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PRINCIPLES OF PUBLIC UTILITY 
REGULATION 


by 
A. C. Webber 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As _ Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 


831 Pages 


$6.50 


Included are discussions of vital questions, such as: 





- - - Taxes in Relation to Rates 


- - - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
Inflation and Utility Rates 


Rates of Public Service Corporations 
and Other Price Levels 


Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





ORDER NOW WHILE THE LIMITED SUPPLY LASTS 
PUBLIC UTILITIES REPORTS, INC. 
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SAVE 50% 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis‘is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Divisioa 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detrolt Montreal Toroate 
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= POWER 
S. TRANSFORMERS 





2400 to 66,000 Volts 
467 to 5000 Kva, Single Phase 
750 to 10,000 Kva, Three Phase 


further 
advance 


GENERAL @ ELECTRIC 





toward Savings through Standardization 


New standard ratings of G-E POWER TRANSFORMERS help set the course for 
lower prices, lower capital investment 


@ Since 1938, in a period of generally 
rising costs of labor and materials, the 
prices of G-E repetitive-manufacture power 
transformers have been materially reduced. 
Delivery schedules have been speeded up 33 
per cent. Purchasers have saved thousands 
of dollars of engineering time and labor. 

How has this been done? By the ap- 
plication of repetitive manufacture, made 
possible by the widening group of buyers 
who order standard ratings. 

Now, our new booklet—listing our 
repetitive-manufacture ratings, accessories, 


and combinations available—makes it eas. 
ier than ever to hold to standards. It sets 
course that can bring about further econo- 
mies that we hope and expect to pass on 
to you. How soon and how sizeable these 
price reductions will be can be deter. 
mined only by the extent of your continued 
co-operation in adhering to these standards. 


We urge your careful consideration of the 
facts presented in this new booklet. Your 
G-E office can supply it. Ask for Bulletins 
GEA-4283. General Electric Company 
Schenectady 5, N. Y. 


Buy all the BONDS you can — and keep all you buy 


GENERAL ( ELECTRIC 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. « « « 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
WEW YORE WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DaY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











vomcx HOLY, Bacon « Davis, enc BATE OASES 


CONSTRUCTION ALS 


Engineers 
VALUATIONS AND REPORTS 
PHILADELPHIA WASHINGTON CHICAGO 








Gannett Fleming Corddry and Carpenter, Inc. 


ENGINEERS 


Harrisburg Pennsylvania 








GILBERT ASSOCIATES, Inc. 


SPECIALISTS 

Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906  p,rcnasing and Expediting, 
Pts and ba ag Serving Utilities and Industrials persia eee 
perating Betterments, ‘ 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 


Feed Water Treatment. Washington New York Accident Prevention, 

















(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 











LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizatiens 


Consulting Engineering Mergers 
Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 











Sargent & Lundy 
ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON ee NEWYORK e CHICAGO ¢« HOUSTON e¢ PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 
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PROFESSIONAL DIRECTORY (concluded) 











Albright & Friel Inc. 


Consulting Engineers 


Investigations, Valuations, and Reports 
Design and Supervision of Construction 


1520 Locust Street Phila., Penna. 







A. S. SCHULMAN ELEctrIc Co. 
Contractors 


TRANSMISSION LinES—UNDERGROUND Distal- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dgarsorn St. Cricaco 











BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


Mark WOLFF 
Public Utility Consultant 
261 Broapway, New York, N. Y. 


Representing the Public Exclusively 
Since 1914. 













BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoin Bank Tower Fort Wayne, Indiana 

















EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 

















W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 








JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Appraisals - cei nage Reports 


in ion 
rate inquiries, depreciation, fixed capitel 
reclassification, orig cost, security issues. 
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Maximum HS 
removal per Ib. 


of Oxide! 
rks 


@ Lavino Activated Oxide is 
made specifically for maximum sulphur re- 
moval...is not just a "satisfactory" purifying 
medium merely by virtue of incidental 
properties, but is made especially for maximum 
capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide has 
any close rival — comparing cost, comparing 
performance and comparing savings 


We'll be glad to tell youall about its remarkable 


record; just write a note on your letterhead to 


E. J. Lavino and Company 


Vn’ 1528 Walnut St. 

ACTIVATED” 

\ £)°S yy 
Aa * 


Philadelphia 





Penna. 
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INDEX TO ADVERTISERS 


[oe Fortnightly lists below the advertisers in this issue for ready refer | 
ence. Their products and services cover a wide range of utility needs. 


A 
Addressograph-Multigraph Corp. ........-..-.-..-------- 
Inside Front Cover 
Albright & Friel Inc., Engineers 
Aluminum Co. of America 
American Appraisal Company, The 








B 
*Babcock & Wileex Co., The 
Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 
Black & Veatch, Consulting Engineers 
*Blaw-Knox Division of Blaw-Knox Co. 
*Brown, L. L., Paper Co. 
Burroughs Adding Machine Co. 








Cc 


Carpenter Manufacturing Company 

Carter, Earl L., Consulting Engineer 

Cleveland Trencher Co., The Inside Back Cover 
Combustion Engineering Company, Inc. 
*Commercial Controls Corporation 

*Consolidated Steel Corp., Ltd. ..... 

*Coxhead, Ralph C., Corporation .... 

Crescent Insulated Wire & Cable Co., Inc. 


D 
*Davey Compressor Company 
Davey Tree Expert Company 
Day & Zimmermann, Inc., Engineers 
Dicke Tool C pany 
*Diebold, Incorporated 

















E 
Egry Register Company, The 
Electric Storage Battery Company, The 
Electrical Testing Laboratories, Ine. ..................-. 
Elliott Company 





F 


Ford, Bacon & Davis, Inc., Engineers 
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THE CLEVELAND TRENCHER COMPANY “am 


‘‘Pioneer of the Small Trencher’’ (| 
20100 ST. CLAIR AVENUE CLEVELAND, OHIO 


“CLEVELANDS’ Save More...Because they Do More 
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3416 sq. ft. extended surface economizer installed in 1925 in a Mid-western 
industrial plant. 


“INDIVIDUAL.” ECONOMIZER 


Today the vast majority of large steam generators are equipped with individual 
economizers. Twenty-four years ago that was not the case—it was then that 
Foster Wheeler installed the first extended surface, forced water flow, high pres- 
sure, high gas velocity economizer as an "individual" unit to service one boiler. 
This economizer was deliberately designed for high draft loss on the economic 
principle of maximum,work from minimum economic surface. Foster Wheeler has 
installed more than 4500 extended surface units—indisputable proof of superla- 
tive performance. 


FOSTER WHEELER CORPORATION. @ 165 BROADWAY, NEW YORK 6, NEW YORK 
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